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FOREWORD

Limitations on coverage of the mentally ill under Medicare and Medi-

caid were questioned by both private and public health officials during

Senate Finance Committee hearings on the 1967 Social Security Amend-
ments. Subsequently, the Committee requested the Secretary of Health,

Education, and Welfare to study the existing provisions of the law,

evaluate the problems involved in expanding or extending coverage for

the mentally ill, and to make recommendations for change.

Basic background data were submitted to the House Committee on Ways
and Means and the Senate Committee on Finance in an interim report in

1968. The current report presents a substantial amount of new and addi-

tional information derived primarily from the experience of financing

psychiatric services under the Medicare and Medicaid programs.

The information was assembled with the advice and help of an informal

ad hoc Departmental Task Force, consisting of staff of the Social Security

Administration (SSA), the Social and Rehabilitation Service (SRS), and

the Health Services and Mental Health Administration (HSMHA) under

the chairmanship of Howard West, Director of the Division of Health

Insurance Studies in SSA's Office of Research and Statistics. The staff

was fortunate to enlist the assistance of a number of technical advisors

knowledgeable in the care of patients with mental illness. These included

Howard L. Bost, M.D., Ph.D., Irving H. Chase, Leonard J. Ganser, M.D.,

Robert W. Gibson, M.D., Kenneth McCaffree, Ph.D., Robert E. Patton,

Howard P. Rome, M.D., Ray E. Trussell, M.D., and David Wade, M.D.

The staff group included: from the SRS, Medical Services Administra-

tion, Lee T. Muth and Richard Humphrey; from the HSMHA, National

Institute of Mental Health, Margaret Conwell, Michael Goran, M.D., Ruth
Knee, and Carl Taube; from the SSA, Office of Program Evaluation and
Planning, Ronald A. Milhorn, Office of the Actuary, William Hsiao, and
Office of Research and Statistics, Dorothy Rice, Barbara S. Cooper, Marcus
Goldstein, and Mary F. McGee. The primary responsibility for writing

the report was carried by Marcus Goldstein and Dorothy Rice.

It is hoped that the data and discussion in the report will be broadly

useful, especially to those concerned with prospective statutory changes

that may be deemed necessary or desirable.

Ida C. Merriam,
Assistant Commissioner for Research and Statistics.

June 1971.
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CHAPTER I

OVERVIEW

Psychiatric services for the aged are included

in the Medicare and Medicaid programs.^ Cov-

erage of mental illness under each program,

however, is subject to special limitations which

reflect the concern of the Federal Government

for the fiscal and policy implications of long-

term custodial care commonly associated with

the mental hospital and care of mental illness

in general.^ Thus, these limitations under the

law, and the scope of psychiatric services under

Medicare and Medicaid will be reviewed in the

context of data pertaining to actual operation

of the two programs.

In order to provide a frame of reference for

this discussion of psychiatric services available

under Medicare and Medicaid, an overview will

be presented of the magnitude of the problem

of mental illness in the United States, particu-

larly among the aged; available psychiatric

facilities and their utilization; expenditures

for mental health services ; and the role of pri-

vate health insurance in the care of mental ill-

ness.

THE PROBLEM

According to definitions of mental illness by
the National Association for Mental Health,

some 19 million persons (1 in every 10) in the

United States have some form of mental or

emotional disorder requiring psychiatric care.

Moreover, the estimated economic cost of all

mental illness (mental, psychoneurotic, and
personality disorders) in the United States was
a staggering $7 billion, or 15,2 percent of the

total cost of all illnesses, in 1963. More than $2

' Title XVIII and Title XIX of the Social Security

Act and Amendments, P.L. 89-97, July 30, 1965 and
P.L. 90-248, January 2, 1968.

^ The legislative history leading to psychiatric bene-

fits under Title XVIII and Title XIX of the Social

Security Amendments of 1965 and 1967 is outlined in

Appendix I. See also Arthur E. Hess, "Medicare and
Mental Illness," American Journal of Psychiatry,

August 1966, pp. 174-176.

billion of this was spent directly for hospital

and physician care and the remaining $5 billion

represents estimated economic losses in output

of persons who died or became disabled as a

result of mental disease.^ Other estimates of the

cost of mental illness in the United States in

1968 run over $20 billion, or 2.4 percent of

the gross national product.*

It is noteworthy that some 43 percent of all

institutionalized older persons with mental dis-

orders were in nursing homes and related facil-

ities in mid-1963, a proportion that has prob-

ably increased as a result of the proliferation of

nursing homes since enactment of Titles XVIII
and XIX of the Social Security Act in 1965.^

About 29,000 aged persons entered State and
county mental hospitals in 1968 for the first

time, comprising 17 percent of all first admis-

sions. In private mental hospitals, nearly 11,000

or 12 percent of total additions during 1968

were aged 65 and over,®

Thirty percent of some 399,000 resident

patients in State and county mental hospitals in

1968 were aged people, most of them females

(63 percent). Of all female resident patients in

these hospitals, 36 percent were aged 65 or

more, in contrast to 24 percent among the

' Dorothy P. Rice, "Estimating the Cost of Illness,"

Health Economic Series No. 6, U.S.P.H.S. Publication

No. 947-6 (Washington: U.S. Government Printing

Office, 1966) p. 81.

* Ronald W. Conley, Margaret Conwell, and Shirley

G. Winner, "The Cost of Mental Illness, 1968," Statis-

tical Note #30, National Institute of Mental Health,

Washington, D.C., October 1970. The much larger

amount in 1968 than in 1963 is in large measure the

result of different methodologies used.
^ Morton Kramer, Carl Taube, and Sheldon Starr,

"Patterns of Use of Psychiatric Facilities by the Aged

:

Current Status, Trends and Implications," Proceedings

of the American Psychiatric Association Regional Re-

search Conference on Aging in Modern Society, San
Francisco, March 1967.

" Statistics on first admissions to private mental hos-

pitals in 1968 were not collected by the National Insti-

tute of Mental Health.

449-867 O - 71 - 2



Table 1.—Mental hospital resident patients and first

admissions, and psychiatric clinic outpatients, by hos-
pital control and age and sex of patient, 1968

Rate per
Aged 65 and over 100,000

Type of patient population
and All ages

hospital control Per- All Aged
Number cent of ages 65 and

total over

All persons

Resident patients:'
State and county 399,152 120,140 30.1 202.0 627.9
Private... 10,454 2,485 23.8 6.0 14.5

First admissions:'
State and county 175,636 29,350 16.7 89.3 154.7
Private * 89,138 10,697 12.0 51.1 63.2

Outpatients in psychi-
atric clinics ' 1,383,000 29,000 2.1 706.4 154.2

Men

Resident patients:'
State and county 199,517 48,094 24.1 209.3 587.1
Private 3,904 666 17.1 4.1 8.1

First admissions:'
State and county 104,663 14,840 14.2 110.3 181.9
Private' 35,370 3,878 11.0 37.1 53.4

Outpatients in psychi-
atric clinics » 706,554 12,125 1.7 747.5 149.5

Women

Resident patients:'
State and county 199,635 72,046 36.1 195.2 658.8
Private 6,550 1,819 27.8 6.4 16.6

First admissions:'
State and county 70,973 14,510 20.4 69.8 134.2
Private' 53,768 6,819 12.7 52.6 70.5

Outpatients in psychi-
atric clinics '. 676,446 16,875 2.5 68.8 157.8

' Number of resident patients as of the end of year; first admissions are
throughout the year.

' Represents total additions during year.
• 1967 data.
Source: 1968 unpublished data. Biometry Branch, National Institute of

Mental Health; Outpatient Psychiatric Clinics, 1967, Public Health Service
Publication No. 1982, Series A-No. 5. (Washington: U.S. Government
Printing Office, 1969.)

males, probably a result of the longer average

life span of women (table 1).^

Outpatient services in psychiatric clinics

were little used by the elderly (2.1 percent of

all persons using these facilities were aged 65

and over), in part perhaps because of physical

difficulty in getting to these clinics as well as a

lack of priority on the part of clinic staff in

serving the elderly. In terms of rate per 100,000

population, also, the number of aged persons

using outpatient psychiatric clinic services was

' Many older people are in mental hospitals primarily

because of unavailability of other suitable facilities and

not because of mental illness. For example, in Illinois

an estimated 7,000 elderly men and women in State

mental hospitals "do not have any severe mental dis-

turbances," but could not be transferred to nursing

homes as legally required by the State because of

"inadequate number of long-term-care homes and the

poor quality of care in some of them." Geriatrics, July

1970, p. 78.

Table 2.—Psychiatric facilities by type of facility,

1960-68

Mental hospitals General Out- Com-
hospitals patient munity

Year Total with psy- psychi- mental
Public Private chiatric atric health

services clinics centers '

1960 2,637 » 280 272 583 1,502 —
1961 2,720 285 265 589 1,581 —
1962 2,803 285 258 585 1,675 —
1963 2,902 284 250 578 1,790 —
1964 3,052 289 242 591 1,930 —
1965 3,488 290 » 238 913 2,047 —
1966 3,482 297 174 888 2,122 —
1967 4,070 307 180 1,316 2,213 54
1968.. 4,225 312 « 150 5 1,316 5 2,282 165

' Includes only operational federally funded centers. (P.L. 88-199, P.L.
89-105).

' Includes 12 psychopathic hospitals.
' Definition of private hsopital was revised to exclude 64 hospitals for

alchoholics, geriatric hospitals, or nursing homes. See "Patients in Mental
Institutions, 1966," part III, p. 37, Biometry Branch, National Institute
of Mental Health, Public Health Service Publication No. 181, Washington
D.C. 1968.

* 12 private hospitals were reclassified as community mental health
centers and 3 were reclassified as residential treatment centers for emotion-
ally disturbed children.

5 Provisional.

Source: Biometry Branch, National Institute of Mental Health.

a fraction (22 percent) of that noted in the

population at large. In sharp contrast, the rate

of resident patients in public hospitals and even

the rate of first admissions was in each

instance much higher among persons aged 65

and over than in the general population (chart

1).

Clearly then, mental illness is a major and
exceedingly costly national health problem that

seriously affects not only the afflicted individ-

ual but his family and, in the aggregate, the

general welfare and economy of the country at

large.

USE OF PSYCHIATRIC FACILITIES

Marked changes have occurred in the avail-

ability and utilization of psychiatric facilities in

the United States in recent years. For example,

total psychiatric facilities increased 60 percent

between the relatively short period 1960-68.

Community based mental health facilities such

as general hospitals with psychiatric services,

outpatient psychiatric clinics, and community
mental health centers, have more than doubled

in numbers between 1960-1968, increasing

from 22 percent to 32 percent of all psychiatric

facilities during this period (table 2).

In the resident (year-end) patient population

of State and county mental hospitals between

1955-1967, the numbers in the age groups

under 15 and 15-24 years have been increasing

2
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Table 3.—Number of public mental hospital resident patients, by age and diagnosis, 1967 and 1973 projection

Diagnostic group All ages
Under 25

Age group

25-34 35-44 45-54 55-64 65 and over

1967

Total 426,309 32,266 38,547 57,069 77,799 92,584 128,044

Schizophrenic reactions 209,775 13,813 23,089 34,591 46,073 49,759 42,950
Manic depressive reactions 13,924 131 310 816 2,164 3,970 6,533
Other psychotic disorders 18,309 363 558 924 2,631 5,307 8,526
Chronic brain syndromes 10,103 33 143 504 1,582 4,344 3,497
Diseases of the senium 52,877 — — — — 5,313 47,564
Psychoneurotic reactions 7,636 992 1,140 1,310 1,414 1,506 1,274
Personality disorders 9,792 3,319 2,055 1,720 1,305 863 530
Alchoholism 20,955 230 1,221 3,205 5,267 6,454 4,578
Mental deficiency 35,949 4,530 4,910 7,130 8,091 6,702 4,586
All other. 46,989 9,355 5,121 6,869 9,272 8,366 8,006

•ojectior

Total ___ 272,869 34,376 27,792 34,209 42,947 60.027 71,518

Schizophrenic reactions... ___ 110,469 10,319 14,442 16,350 21,395 27,698 20,265
Manic depressive reactions 8,240 352 356 723 849 2,146 3,814
Other psychotic disorders 7,612 474 477 678 1,481 2,627 1,875
Chronic brain syndrome 5,438 16 117 267 281 2,959 1,798
Diseases of the senium. 27,674 _ _ _ _ 4,147 23,527
Psychoneurotic reactions 7,944 1,312 1,372 1,166 1,242 1,557 1,295
Personality disorders 10,056 3,543 2,366 1,641 1,279 779 448
Alcoholism. 17,538 330 1,423 3,678 3,924 4,843 3,340
Mental deficiency 23,440 5,144 3,442 2,948 4,710 3,947 3,249
Another 54,458 12,886 5,797 6,758 7,786 9,324 11,907

1973 projections

Source: "Projected Age-Diagnostic Composition of the Resident Pop-
ulation in State and County Mental Hospitals, 1973," by George F.

Koons, Statistical Note 8, Biometry Branch, National Institute of Mental
Health, July 1969.

at annual rates of 9.5 percent and 5.3 percent,

respectively. Thus, in view of the increasing

numbers of adolescents and young adults in the

general population, their rapid rate of increase

in the mental hospital population is a matter of

concern that requires close attention in develop-

ment of community mental health programs.

But on the other end of the age spectrum, the

number of patients 65 years and over in the

State and county mental hospitals is decreasing

at an annual rate of 1.1 percent, although they

still constitute about 30 percent of the entire

resident population of these hospitals.® Indeed,

anticipated changes in numbers of resident

patients in public psychiatric hospitals between

1967 and projected numbers in 1973 indicate a

28 percent or more drop in expected numbers in

every age group except that of under 25 in

major illness groups such as schizophrenic

reactions, manic depressive reactions, other

psychotic disorders, chronic brain syndrome,

and diseases of old age (table 3).®

* Patients in State and County Mental Hospitals,

1967. Series A-No. 2, National Institute of Mental

Health, Public Health Service Publication No. 1921,

Washington, D.C., 1969, p. 13.

° These five diagnostic categories comprise 72 percent

of the total number of resident patients in 1967 and an

expected 58 percent in 1973.

Data are also available on "patient-care epi-

sodes" treated in various facilities between
1955-1968 (table 4). Patient-care episodes

refer to the number of patients in a facility at

the beginning of the year plus admissions

during the year. During this 13-year interval,

total number of patient-care episodes doubled,

from 1.6 million to 3.2 million; the number of

patients treated in general hospitals more than

doubled ; and the number of patients treated in

clinics tripled. In 1955, for example, patients

under care in mental hospitals were 2.5 times

the number treated in clinics, but by 1968 a

half million more patients were treated in out-

patient clinics than in mental hospitals. And of

all patient-care episodes in all facilities, hospi-

tal inpatient care comprised 76 percent of the

total in 1955 but only 45 percent in 1968, while

patient-care episodes treated in outpatient psy-

chiatric clinics increased from 24 percent in the

same time period. This marked shift from inpa-

tient care to outpatient treatment is similarly

reflected in the rates per 100,000 population of

patient-care episodes by treatment facility.

These noted changes in utilization of psychi-

atric facilities are a sequel to the development

of new forms of therapy, the development of

psychotropic drugs, and a change in the atti-

4



Table 4.—Estimated number, percentage distribution, and rate per 100,000 population of patient-care ^isodes, by
type of facility, 1955 and 1965-68

Inpatient services
Outpatient Community

Year Total State and Private General psychiatric mental health
Total county mental mental hospitals services ' centers '

hospitals hospitals

Patient-care episodes »

1955 1,586,997 1,207,997 818,832 123,231 265,934 379,000 —
1965 2,520,682 1,449,682 804,926 125,428 519,328 1,071,000 —
1966 2,641,110 1,455,110 802,216 103,973 548,921 1,186,000 —
1967 - - 3,011,546 1,504,125 801,354 < 124,258 578,513 1,383,000 124,421
1968 3,247,325 1,468,735 791,819 118,126 ' 558,790 1,507,000 271,590

Percentage distribution

1955 100.0 76.1 51.6 7.8 16.8 23.9 —
1965 100.0 57.5 31.9 5.0 20.6 42.5 —
1966 100.0 55.1 30.4 3.9 20.8 44.9 —
1967 100.0 49.9 26.6 4.1 19.2 45.9 4.1
1968 100.0 45.2 24.4 3.6 17.2 46.4 8.4

Rate per 100,000 population

1955 977.7 744.2 504.5 75.9 163.8 233.5 —
1965 1,313.6 755.5 419.5 65.4 270.6 558.1 —
1966 1,363.6 751.3 414.2 53.7 283.4 612.3 —
1967 1,538.9 768.6 409.5 63.5 295.6 706.7 63.6
1968.. 1,643.7 748.4 400.8 59.8 282.8 762.8 137.5

' Excludes federally funded community mental health centers.
' Inpatient and outpatient services of only federally funded community

mental health centers.
' Patient-care episodes are the sum of patients on the active rolls of the

facility at the beginning of the year plus admissions during the year. Num-
ber of patients at the beginning of the year is an unduplicated count;
number of admissions during the year may contain duplications, i.e., one
person may be admitted to the same service more than one time, or to more
than one service during the year.

* Includes residential treatment centers for children which began report-
ing nationally in 1967.

^ The decrease is due largely to reclassification of about 50 general hos-
pital inpatient units, which were counted as parts of a community mental
health center in 1968.

Source: Adapted from "Changes in the Distribution of Patient Care
Episodes, 1955-1968, by Type of Facility," by Carl A. Taube, Statistical

Note 23, Survey and Reports Section, Biometry Branch, National Institute
of Mental Health, April 1970.

tude of the public towards mental illness.

Whereas formerly patients in mental hospitals

were regarded as receiving custodial care only,

the continuing and increasing release of

patients from such hospitals within short peri-

ods of time apparently is leading the public to

view mental illness as similar to other disor-

ders. At the same time, however, the Presi-

dent's Task Force on the Aging expressed con-

cern regarding

. . . the use of State mental hospitals as custodial

facilities for large numbers of chronically ill or
disabled older persons who are not in need of
active psychiatric care because alternative liv-

Table 5.—Estimated Medicare and Medicaid reimbursements, all services, and psychiatric services, fiscal 1967-69

[In millions, except percentages]

1967 1968 1969

Psychiatric ' Psychiatric ' Psychiatric '

Program and type of service — —
Total Percent Total Percent Total Percent

Amount of Amount of Amount of

total total total

Total $5,332 $241 4.5 $8,569 $330 3.8 $10,646 $400 3.7

Medicare' 3,395 50 1.5 5,347 75 1.4 6,598 93 1.4
Hospital care 2,406 48 2.0 3,414 71 2.1 4,301 88 2.0

General hospitals 2,394 36 1.5 3,394 51 1.5 4,275 62 1.5
Psychiatric hospitals 12 12 100.0 20 20 100.0 26 26 100.0

Physicians' services 626 2 .3 1,291 4 .3 1,492 5 .3
Other' 363 — — 642 — — 805 — —

Medicaid* 1,937 191 9.9 3,222 255 7.9 4,048 307 7.6
Hospital 830 191 23.0 1,300 255 19.6 1,529 307 20.0
Other 1,107 — — 1,922 — — 2,519 — —

' Medicare reimbursements for psychiatric hospital services refer to
claims received and processed by the Social Security Administration.
Estimated amount; for general hospitals were based on covered days for
psychiatric care in short-stay hospitals and amounts reimbursed per day.
Eicpenditures for psychiatric care under Medicaid are derived from table
29 of this report.

• Barbara S. Cooper, "National Health Expenditures, Fiscal Years
1929-69 and Calendar Years 1929-68," Research and Statistics Note No.
18, Nov. 7, 1969, Social Security Administration, Washington, D.C.

' Includes other professional services, nursing-home care, other health
services, and administration.

< "Public Assistance: Vendor Payment for Medical Care by Type of

Service," National Center for Social and Rehabilitation Service, Depart-
ment of Health, Education, and Welfare. Totals refer to expenditures for
all ages, and expenditures for psychiatric care refer to persons aged 65 and
over in mental hospitals; the extent that psychiatric care was provided in
general hospitals under Medicaid is not known.

5



ing arrangements with psychiatric consultation
or support do not exist; the absence within
many State mental hospitals of psychiatric

services for those elderly patients who do re-

quire such care; indiscriminate regulation

against the admission of older patients to public

psychiatric facilities; trends toward release of

elderly patients from State institutions pri-

marily because they are old in the face of the

absence of community services to support these

released patients; manpower shortages; and
the link between adverse social conditions and
the incidence of mental illness among the

elderly.i°

MEDICARE AND MEDICAID EXPENDITURES

Table 5 gives a summary of estimated Medi-

care and Medicaid expenditures for health and

psychiatric services for persons aged 65 and

over—Fiscal Years 1967-1969. These data indi-

cate that estimated expenditures for psychiat-

ric services for persons 65 and over amounted

to $241 million in 1967 and increased to $400

million in 1969. Relative to total expenditures

under Medicare and Medicaid ($5.3 billion in

1967 and $10.6 billion in 1969), however,

expenditures for these services were very small

and even decreased between 1967 and 1969 (4.5

percent to 3.7 percent).

Also, the major portion of expenditures for

inpatient psychiatric care under Medicare went

to general hospitals : 76 percent in 1967, 72 per-

cent in 1968, and 70 percent in 1969. Annual

Medicare reimbursements for physicians' serv-

ices to beneficiaries with psychiatric illnesses

were relatively very small, amounting to about

$2 million in 1967 and $5 million in 1969. These

small expenditures are a reflection of the low

utilization of outpatient psychiatric services

under Medicare. Of the total expenditures for

psychiatric services under Medicare and Medi-

caid, the largest proportion (77 percent) was
contributed by Medicaid (chart 2), and there

was virtually no change in this between

1967-1969.

" Toward A Brighter Future For The Elderly. The

Report of the President's Task Force on the Aging.

(Washington, D.C.: U.S. Government Printing Office,

April 1970) p. 34.

STATE EXPENDITURES

States with Medicaid programs have pro-

vided estimates of their total annual expendi-

tures, from all sources, for mental health serv-

ices for all ages (hospital, outpatient, commu-
nity mental health centers, etc.) between 1965,

just prior to Medicaid, and 1969 (table 6).

Average expenditures of States with Medi-

caid programs increased from $47.3 million in

1965 to $71.7 million in 1969, or 51 percent. Per

capita expenditures for all the States cited, cov-

ering two-thirds or more of the civilian resi-

dent population of the United States, averaged

$9.83 in 1965 and $41.41 in 1969. Substantial

differences among the States are noted in per

capita expenditures, ranging from $0.47 per

person in North Dakota to $13.91 per person in

Colorado in 1965, and from $2.77 per person in

North Dakota to $26.03 in New York in 1969.

The five States with the highest per capita

outlay for mental health services in 1965 were
Colorado, New York, Rhode Island, Louisiana

and Vermont, and these same States continued

in this top ranking in 1969, although not in the

same order. A number of States increased their

per capita expenditures for mental health serv-

ices substantially between 1965-69, e.g., New
York (89 percent), South Carolina (85 per-

cent).

HOSPITAL EXPENDITURES

Total hospital care expenditures as may be

seen in table 7, have been rapidly increasing in

recent years, virtually doubling between 1962

and 1968 ($10.5 billion to $20.8 billion).

But expenditures for psychiatric hospital

care increased only 59 percent between 1962

and 1968 ($1.7 billion to $2.7 billion), a much
lower rate. Furthermore, during this period the

major source of financing for hospital care

shifted from the private to the public sector, no

doubt largely as a result of the Medicare and
Medicaid programs."

" Data on hospital care expenditures are obtained

from a series on national health expenditures pub-

lished annually in the Social Security Bulletin, January

issues. See Dorothy P. Rice and Barbara S. Cooper,

"National Health Expenditures, 1929-68," Social Se-

curity Bulletin, January 1970.
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CHART 2— Distribution of Expenditures for Psychiatric Services Under

Medicare and Medicaid for Persons Aged 65 and Over,

Fiscal Year 1969
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Table 6.—Estimated total and per capita expenditures for mental health services, selected States, 1965-69

state 1965 1966 1967 1968 1969

Total expenditures (in thousands) '

Number of States 27 27 28 28
Total expenditures (in thousands) $1,277,817 $1,390,172 $1,630,645 $1,864,376
Average per State $47,327 $51,488 $58,237 $66,585
Average per capita $9.83 $10.41 $11.77 $13.33

California $191,689
Colorado 26,707
Connecticut 28,109
Florida (2)

Illinois - 127,467
Kansas 14,515
Kentucky 16,289
Louisiana 44,947
Maine 5,655
Maryland- 31,923

Massachusetts ^^.^^.^^^^^^^^^ 49,137
Michigan 1^77:::::^= 89,944
Minnesota 22,797
Missouri 39,325
Nebraska 9,289
New York 244,900
North Dakota 302
Ohio 71,920
Oregon 16,809

Pennsylvania. 122,886
Rhode Island 11,505
South Carolina 11, 659
Utah 3,080
Vermont... 5,019
Virginia 26,839
Washington 16,478
West Virginia 9, 091
Wisconsin i.. 39,536

California $10.58 $11.50 $11.88 $12.09
Colorado 13.91 14.93 15.91 17.01
Connecticut 9.92 11.20 12.08 13.94
Florida — 4.04 4.39 5.03
Illinois 12.02 14.18 15.74 19.63
Kansas 6.56 6.79 7.42 8.14
Kentucky 5.20 5.71 5.79 5.77
Louisiana 12.75 — 14.05 15.72
Maine 5.84 6.46 7.12 7.82
Maryland 9.19 10.24 11.33 13.50

Massachusetts... 9.26 9.27 10.41 11.27
Michigan.. 10.80 11.80 13.86 15.35
Minnesota 6.40 6.79 7.29 8.02
Missouri 8.82 9.85 11.26 14.44
Nebraska 6.43 7.04 7.73 8.72
New York 18.78 15.19 18.71 21.27
North Dakota.. 0.47 0.52 1.63 1.95
Ohio 7.02 7.50 7.75 9.07
Oregon 8.70 9.22 9.99 11.27

Pennsylvania... 10.59 11.71 13.52 15.18
Rhode Island 18.16 14.31 17.19 19.25
South Carolina 4.65 5.66 5.86 8.21
Utah 3.12 3.03 3.27 4.07
Vermont 12.45 13.77 15.96 17.74
Virginia 6.26 6.69 7.60 8.53
Washinerton 5.63 5.33 5.89 6.80
West Virginia 4.99 6.28 7.52 8.83
Wisconsin 9.53 10.17 11.36 13.13

26
$1,865,412

$71,747
$14.41

$210,513
28,833
32,196
23,585

152,060
15,119
17,938

6,271
36,289

49,443
100,036
24,323
44,404
10,071

272,000
328

77,923
18,092

136,380
12,453
14,285
3,041
5,674

28,932
16,091
11,413
42,479

$220,780
31,239
35,136
26,086
170,586
16,666
18,300
50,966
6,939

40,709

55,978
119,142
26,380
51,008
11,055

337,000
1,000
81,161
19,707

157,749
15,112
15,005
3,318
6,734

33,184
18,447
13,670
47,591

$227,208
34,166
41,069
30,768

213,935
18,371
18,269
57,600
7,547

49,166

60,833
132,875
29,328
65,933
12,544

386,000
1,191

96,057
22,533

178,016
16,962
21,213
4,177
7.611

37,814
21,892
16,061
55,237

Per capita expenditures '

$252,177
36,759
45,563
35,866

20,099
20,370
68,540
8,252
52,239

62,672
152,800
31,342
74 , 736
13,273

476,000
1,674

98,284
23,438

210,296

22,476
4,229
8,236

39,751
27,598
18,074
60,668

$13.23
17.98
15.24
5.73

8.82
6.41

18.50
8.55
14.11

11.54
17.46
8.48
16.21
9.23

26.03
2.77
9.17

11.56

17.85

8.59
4.06
18.80
8.86
8.29
9.94

14.34

' Social and Rehabilitation Service, Department of Health, Education,
and Welfare, Washington, D.C.
'Not available.

' Based on resident civilian population from "Estimates of the Popula-
tion of States, July 1, 1968 and 1969," Current Population Reports, Series
P-25, No. 436, January 7, 1970, Bureau of the Census.

Historically, State and local governments

have been the major source of funds for psychi-

atric hospitals, a role that has continued even

with the advent of Medicare and Medicaid.

Their contribution to the support of mental

hospitals has fluctuated between two-thirds to

nearly three-fourths of the total expenditures

for psychiatric hospital care between

1962-1968 (table 7 and chart 3). Of all State

and local expenditures for hospital care, about

half went to their psychiatric institutions, a

ratio that remained much the same between
1962 and 1968 (table 7). Of all Federal expend-

itures for hospital care, some 18 percent went
to psychiatric hospitals annually between
1962-65; it had dropped to only 8 percent in

8
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Table 7.—Expenditures for hospital care, all hospitals and psychiatric hospitals, by source of funds, 1962-68

Type of hospital
and 1962 1963 1964 1965 1966 1967 1968

source of funds

Amount (in millions)

AU hospitals $10,526.0 $11,579.0 $12,712.9 $13,378.4 $15,429.0 $17,946.2 $20,751.3
Federal 1,689.4 1,763.1 1,872.1 1,967.3 3,006.9 5,548.7 6,606.8
State and local 2,478.2 2,563.3 2,998.3 2,979.1 3,315.6 3,305.5 3,888.6
Private 6,358.4 7,252.6 7,842.5 8,432.0 9,106.5 9,092.0 10,255.9

Psychiatric hospitals.. 1,694.1 1,806.8 2,048.6 2,060.1 2,023.6 2,296.7 2,694.7
Federal 306.9 319.5 337.3 361.4 260.6 289.4 510.7
State and local 1,123.2 1,271.2 1,469.4 1,423.5 1,489.5 1,705.6 1,883.5
Private 264.0 216.1 241.9 275.2 273.5 301.7 300.5

Percentage distribution

AU hosDitaU 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Federal 16.1 15.2 14.7 14.7 19.5 30.9 31.8
State and local 23.5 22.2 23.6 22.3 21.5 18.4 18.8
Private 60.4 62.6 61.7 63.0 59.0 50.7 49.4

Psychiatric hospitals 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Federal 18.1 17.7 16.5 17.5 12.9 12.6 19.0
State and local 66.3 70.3 71.7 69.1 73.6 74.3 69.9
Private 15.6 12.0 11.8 13.4 13.5 13.1 11.1

Percent of all hospitals

Psychiatric hospitals 16.1 15.6 16.1 15.4 13.1 12.8 13.0
Federal. 18.2 18.1 18.0 18.4 8.7 5.2 7.7
State and local 45.3 49.6 49.0 47.8 44.9 51.6 48.4
Private 4.2 3.0 3.1 3.3 3.0 3.3 2.9

Source: National health expenditures reported annually in Social Security Bulletin.

1968. In brief, Federal funds for hospital care

through Medicare and Medicaid have been

directed largely and increasingly to general

hospitals and only to a relatively small extent to

psychiatric hospitals.

PRIVATE HEALTH INSURANCE

The increase in types of facilities and thera-

pies available for treatment of mental illness in

recent years has been paralleled by the rapid

development of private insurance programs

that considered mental illness essentially as

insurable as other illnesses. Thus, in a survey

of some 49 million persons having Blue Cross

hospital insurance in 1965, 79 percent were

found to be covered for nervous and mental

disorders, this coverage ranging betv^een 100

percent and 6 percent among the various

States.'^ The survey also found striking

improvements made in recent years in type and

scope of mental health benefits under different

Blue Cross plans. For example, in 1958, 21 of

75 plans excluded hospital coverage for persons

with nervous and mental conditions and only 12

" Patricia S. Scheidemandel, Charles K. Kanno, and

Raymond M. Glasscote, "Health Insurance for Mental

Illness," The Joint Information Service of the American

Psychiatric Association and the National Association

for Mental Health, Washington, D.C., 1968, p. 14.

allowed full benefits, whereas by 1966 only

three plans excluded hospital coverage and 22

gave full benefits (table 8). The same survey

noted, however, that senior-citizen certificates

were not as favorable as those for the general

population in coverage for mental illness, as

indicated below

:

Blue Cross Plans for senior citizens with benefits for

mental/nervous disorders, April 1966

Total Full Limited

Type of plan plans benefits benefits Excluded

Hig-h option 74 12 54 8

Low option 74 17 43 14

A more recent survey also provides data on

the number of Blue Cross plans providing cov-

erage for mental illness in 1968." According to

these data. Blue Cross plans generally provide

considerably fewer benefits for mental illness

than for general ilness, and they provide mark-

edly fewer benefits for patients with mental ill-

ness in mental hospitals than in general hospi-

" Louis S. Reed and WiUine Carr, "The Benefit Struc-

ture of Private Health Insurance, 1968." Research Re-

port No. 32. Office of Research and Statistics, Social

Security Administration, U.S. Department of Health,

Education, and Welfare, Washington, D.C., 1970, pp.

6-7.
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Table 8.—Coverage of nervous and mental conditions

under basic group certificates of Blue Cross plans,

1951, 1958, and 1966

Most widely held Most compre-
certificate hensive

Item certificate

1951 1958 1966 1958 1966

Total plans..- 76 75 75 75 75

Certificate benefits:

FuU benefits 14 14 14 12 22
Limited benefits 32 38 52 42 50
Excluded... 30 23 9 21 3

Benefit period:
120 or more days 0 2 6 9 20
90-100 days 110 0 3
60-70 days 2 8 10 3 5
45 days 2 10 1 0
35-37 days 1110 0
30-31 days 20 27 40 32 40
Less than 30 days 20 12 9 9 4
Excluded 30 23 9 21 3

Source: Patricia L. Scheidemandel; Charles K. Kanno; and Raymond
M. Glasscote, "Health Insurance for Mental Illness," Joint Information
Service, APA, 1968, p. 14.

tals. For example, 13 of 75 plans provide the

same benefits for mental illness as for general

illness when care is in the general hospital ; the

remainder provide fewer days of care (less

than one-fifth of the plans providing 60 days or

more for mental illness in general hospitals

whereas four-fifths of all plans provide 60 or

more days for general illness in these hospi-

tals).

Under a new Blue Cross policy formulated in

1969, however, all plans with high option must
include benefits for mental or nervous disorders

for all ages. Of 60 million members enrolled in

Blue Shield Plans in 1966, 45 million were cov-

ered for inhospital physicians' visists for nerv-

ous and mental disorders. Some other types of

benefits afforded and the numbers covered,

were: out-of-hospital psychotherapy, 8,300,000

persons; psychological testing, 7,000,000 per-

sons; out-of-hospital prescription drugs, 9,700,-

000 persons; psychiatric social workers serv-

ices, 4,300,000 persons.

Other commercial insurance companies also

have shown advances in medical coverage in

recent years. For example, the number of com-
panies that offer major medical coverage

(which usually includes coverage for mental ill-

ness) increased from 20 percent of 587 compa-
nies in 1955 to 34 percent of 1,007 companies in

1965. In addition, various community indepen-

dent plans, union independent plans, and
nationwide labor-negotiated plans include cov-

Table 9.—Distribution of Blue Cross plans, by days of
care provided for mental illness and type of hospital,
1968

Genera! Mental hospitals
Days covered hospitals —

Private Public

All plans 75 75 76

No days 11 23 1 89
Less than 20 6 S 2
20-21 6 S 2
30-31 38 S3 22
35 1
45-70 6 » 5 > 6
120-125. 8 6 2
other » 1 1
Number of days not specified 2 2 2

' Includes 2 plans which provide benefits in member hospitals.
' Includes 1 plan which provides benefits of $12.50 per week up to 56

days per stay.
' Provides up to $140 in mental hospitals per year.

Source: Adapted from Louis S. Reed and Willine Carr, "The Benefit
Structure of Private Health Insurance, 1968," 1970, pages 6-7. (U.S.
Government Printing Office: Washington, D.C. 20402).

erage, albeit in varying amounts, for mental

illness.

However, as indicated in table 9, the total

coverage for mental illness in private mental

hospitals is more limited than for coverage in

general hospitals and benefits in public mental

hospitals are even more restricted. Nearly one-

third of the insurance plans (31 percent)

afford no benefits in private psychiatric hospi-

tals; over half of the plans follow this course

for public mental hospitals.

Table 10.—Distribution of Blue Cross plans by restric-
tions on hospital readmission benefits for mental illness
and type of hospital, 1968

General Private
Type and period of restriction hospitals mental

hospitals

All plans 75 75

No restrictions 1 —
No benefits 11 > 23
With restrictions 63 62

Required days out of hospital since previous
discharge

.

27 23
28 Jl 1
30 1 —
60-90 17 12
180 6 8
365 2 2

Limitation of coverage 36 29
Contract year 10 7
12 months 18 12
6 months 1 1
Calendar year 3 4
Life 4 4
Other' — 1

' Includes 2 that provide benefits only in member hospitals and no
private mental hospital is such a member.

« 28 days for the subscriber, 90 days for family membera.
' Provides benefits up to $140 a year.

Source: Adapted from Louis S. Reed and Willine Carr, The Benefit
Structure of Private Health Insurance, 1968, igi'O, p. 7, (U.S. Government
Printing Office: Washington, D.C. 20402).
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Blue Cross plan restrictions on hospital read-

missions are indicated in table 10. It should be

noted that the plans requiring a lapse of more
than 90 days after discharge from a hospital

before readmission is permitted as a new
admission, in effect reduce the possible number
of benefit days.

A majority of the plans that provide benefits

in public mental hospitals even stipulate that

the specified number of days of coverage is the

maximum that will be provided in a year's

period. One plan providing 10 days of coverage,

and two providing 30 days, specify that these

days of coverage are the maximum allowed

during the member's life.

Restriction on benefits provided in private

and public mental hospitals is probably due to

several factors. First, the plans were largely

started by and have throughout largely been

controlled by persons connected with general

hospitals, and their primary attention has been

focused on general illnesses. Second, the stand-

ards of care in many private mental hospitals

have been uncertain and plans were not confi-

dent that provision of care in these hospitals

would be beneficial to members. Third, care in

public mental hospitals has had some of the

attributes of a free public service. In many
States little effort has been made to assess the

ability of patients to pay and most patients

have paid little or nothing for services; the

plans have not therefore considered it their

function to pay for such care for members
when in many cases the member could obtain it

free of charge.

In regard to paying for outpatient psychiat-

ric services, only 11 of 72 Blue Shield plans

covered physician visits in the office and home.
Sixty-three of these plans, however, under their

most widely held contract, covered physician

service in the hospital for mental illness.

Almost all Blue Cross-Blue Shield plans offer

supplementary major-medical or extended-ben-

efit contracts, and most of these provide some
coverage of physician visits in the office and
home in the case of mental illness. In the case

of commercial insurance companies, under

group major-medical policies, the reasonable

charges for psychiatric hospital care or charges

of psychiatrists for services in a hospital are

met on the same basis as other charges, usually

75 or 80 percent of eligible charges in excess of

a deductible. Special payment restrictions are

also generally applied for psychiatric care out-

side of the hospital, most policies paying only

50 percent of charges and frequently setting

limits on the total amount payable (e.g., $20 or

$25 per visit) or imposing ceilings on the

number of visits covered (e.g., 50 visits per

year).^'*

"Reed and Carr, op. cit., and 1969 Sourcebook of

Health Insurance Data, (New York: Health Insurance

Institute, 1970).
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CHAPTER II

PSYCHIATRIC SERVICES UNDER MEDICARE

Hospital Insurance Program

The hospital insurance Part of Medicare
provides during a benefit period for payment of

virtually all services in a participating hospital

for up to 90 days of inpatient care. This is

subject to a deductible of $60 and, after the

60th day, a coinsurance amount of $15 per

day."

A "benefit period" begins on the first day a

person becomes a patient in a hospital or an

extended care facility (e.g., a nursing home)
and it ends 60 days after he has been dis-

charged. Then, a new benefit period begins

when he enters a hospital or extended care

facility for covered services.

In the Social Security Amendments of 1967

(Public Law 90-248), an additional "lifetime

reserve" of 60 days of hospital insurance was
enacted. The reserve days are subject to a coin-

surance of $30 daily and are to be used only

after the 90 days of coverage mentioned above

are exhausted. The beneficiary, therefore, is

entitled to inpatient hospital services of up to

150 days (90 plus 60) during any benefit

period." The purpose of the lifetime reserve of

60 days of hospital coverage is to provide a

measure of relief for beneficiaries who are

more or less permanently institutionalized and
who thus have only one benefit period during

their lifetime.

Within each benefit period, a Medicare ben-

eficiary can use up to the allowed 90 days of

hospital care benefits (plus the lifetime reserve

of 60 days) and the full allowed 100 days of

"extended care" benefits. The $60 deductible is

paid only once in each benefit period, even if

Initially the inpatient hospital deductible was $40

and the coinsurance amount was $10 per day. After

January 1, 1969 the deductible was increased to $44 and

the coinsurance to $11 per day and on January 1, 1970

became $52 and $13; the current amounts cited above

went into effect January 1971.
^° One day is subtracted for each day of services in

excess of 90 received during any preceding benefit

period unless the beneficiary elects not to have payment
made for the days in excess of 90.

the patient is hospitalized more than once

during the same benefit period.

In the case of mental illness, the coverage of

inpatient psychiatric hospital services is limited

to 190 days during a person's lifetime. This

"lifetime" reimbursement restriction to 190

days of inpatient care in a psychiatric hospital

does not apply to the psychiatric unit of a gen-

eral hospital. Thus, a beneficiary who enters a

psychiatric hospital for the first time (assum-

ing he was beginning a new benefit period)

could be reimbursed under Medicare for up to

150 days in that benefit period (90 plus 60 life-

time reserve days). In order for him to obtain

reimbursement for the remaining 40 days of

inpatient psychiatric hospital care to which he

was entitled under Medicare, he would have to

leave the hospital for 60 consecutive days, after

which time a new benefit period would begin.

Another limitation under Medicare refers to

coverage during the first benefit period when
the beneficiary is an inpatient of a psychiatric

hospital at the time of entitlement (that is,

when he reaches age 65). For example, if a

patient is in a psychiatric hospital 30 days
immediately preceding his 65th birthday, these

30 days have to be deducted from the maximum
of 150 days allowed in that first benefit period,

thus leaving a maximum of 120 days reimburs-

able under Medicare. However, the patient

could still have 70 days of inpatient psychiatric

hospital care covered under Medicare in a sub-

sequent benefit period (after a lapse of 60

consecutive days outside of the hospital), since

inpatient days in a psychiatric hospital prior

to entitlement (age 65) do not count against

the 190 days lifetime limitation." Also, the

" Many psychiatric hospitals have established med-
ical-surgical wards or units as a separate "provider"

of services under Medicare. Hence, patients becoming
"physically" ill who are cared for in the medical-

surgical unit of the psychiatric hospital need not have
this period of hospitalization charged against their

lifetime limit of 190 days in the psychiatric hospital.

In some psychiatric hospitals, the medical-surgical unit

only has been certified under Medicare and is classified

administratively as a short-term general hospital.
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Table 11.—All mental hospitals and number partici-
pating in the Medicare program, by control and geo-
graphic region, June 30, 1969

Participating in Medicare
Region Total '

Number Percent of
total

All hospitals

United States > 477 338 71 .1

Northeast 134 101 75 .4

^Jorth Central 168 105 62 5
South 109 74 68 .8

West 66 68 87 .9

Public

United States » 312 224 71 .8

Northeast 81 67 82 .7

North Central 134 80 59 .7

South... 67 49 73 .1

West -. 30 28 93 .3

Private

United States « 165 114 69 .1

Northeast 53 34 64 .2

North Central 34 25 73 .5

South 42 25 59 .5

West 36 30 83,.3

» As of 1968.
' Excludes 4 hospitals in Puerto Rico: 2 public mental hospitals (1

participating in Medicare), and 2 private mental hospitals (both partici-

pating in Medicare).

Source: Social Security Administration and National Institute of

Mental Health.

deduction for days spent in a psychiatric hos-

pital immediately prior to entitlement is not

applicable when the patient enters a general

hospital for diagnosis or treatment of an injury

or illness not primarily psychiatric in nature.^®

PARTICIPATING MENTAL HOSPITALS

Some 338 or 71 percent of all mental hospi-

tals in the United States were participating in

the Medicare program as of June 1969 (table

11). The highest participation was in the West-

ern States ; the least was in the North Central

States; and the proportion of hospital partici-

pation in the South was considerably greater in

1969 (69 percent) than in 1967 (56 percent)."

About the same proportion of public and pri-

vate mental hospitals in the country partici-

pated in the Medicare program (72 percent and

69 percent, respectively).

" Before the Social Security Amendments of 1967,

the reduction of days (then a maximum of 90 instead

of 150) was applicable to treatment of non-mental as

well as mental illness in a general hospital at the time

of entitlement.
" Marcus S. Goldstein, "Medicare and Care of Mental

Illness," Office of Research and Statistics, Social Se-

curity Administration, Health Insurance Statistics,

HI-4, March 7, 1968.

Only three States (Idaho, Mississippi, and
South Dakota) had none of their mental hospi-

tals (6 in all) participating in the Medicare
program (table 12), and a relatively small

number of public hospitals in Wisconsin were
participating in the Medicare program (17 per-

cent). In most of the States, a high proportion

of their mental hospitals were participating as

of June 1969.

Table 12.—All mental hospitals and number partici-
pating in the Medicare program, by control and State,
June 30, 1969

AH hospitals Public Private

Partici- Partici- Partici-
State pating pating pating

Total ' in Total ' in Total ' in
Medi- Medi- Medi-
care care care

Total, all

areas 481 341 314 225 167 116

United States. 477 338 312 224 165 114

Ala 3 1 2 — 1 1
Alaska 1 1 1 1 — —
Ariz 3 3 1 1 2 2
Ark 2 2 2 2 — —
Calif 38 34 12 ' 13 26 21
Colo 5 4 2 2 3 2
Conn 9 8 4 4 6 4
Del 2 1 2 1 — —
D. C 2 3 1 ' 2 1 1
Fla 10 6 4 4 6 2
Ga 9 6 3 2 6 4
Hawaii 1 1 1 1 — —
Idaho 2 — 2 — — —
111 28 19 20 12 8 7
Ind 13 9 10 7 3 2
Iowa 6 5 6 5 — —
Kans 5 5 3 3 2 2
Ky 6 5 4 4 2 1

La 4 3 3 2 1 1

Maine 4 1 3 1 1

Md 15 9 7 6 8 4
Mass 24 17 14 12 10 5
Mich . . 19 17 10 s 12 9 6
Minn 8 7 8 7
Miss 3 2 1

Mo 11 9 8 7 3 2
Mont 1 1 1 1

Nebr 5 3 4 3 1

Nev 1 1 1 1

N. H 1 1 1 1
N.J 15 8 12 6 3 2
N. Mex . 2 1 1 1 1

N.Y 43 35 24 22 19 13
N.C 6 5 4 3 2 2
N. Dak 1 1 1 1

Ohio 26 20 22 16 4 4
Okia 5 6 4 4 1 1

Greg 3 3 3 3
Pa 33 26 20 18 13 8

R.I 3 3 2 2 1 1

S.C 3 3 3 3
S. Dak 1 1

Tenn 6 3 5 3 1

Tex 16 8 9 4 7 4
Utah 1 1 1 1

Vt 2 2 1 1 1 1

Va 11 9 7 6 4 3

Wash 7 7 3 3 4 4

W. Va 6 6 6 4 1 1

Wis 45 10 41 7 4 3

Wyo 1 1 1 1

P. R 4 3 2 1 2 2

> As of 1968.
' A large psychiatric unit in a general hospital or a community mental

health center occasionally is certified as a "mental hospital" under Medicare

Source: Social Security Administration and National Institute of Mental
Health.
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USE OF PSYCHIATRIC HOSPITALS

The primary reason for the limitation of 190

lifetime days in a psychiatric hospital allowed

under Medicare was to exclude payment for

custodial care in mental hospitals with large

resident patient populations. The basis for this

view, however, was questioned during Senate

Finance Committee hearings. Thus, testifying

before the Committee on behalf of the Ameri-

can Psychiatric Association, Dr. Robert W.
Gibson noted that approximately 80 percent of

aged patients in private psychiatric hospitals

improve sufficiently within 60 days to return to

their homes.'" Available data on lengths of

stay in State hospitals of Maryland and New
York, according to the National Institute of

Mental Health, indicate two distinct profiles of

aged patients in public mental hospitals: one

sizeable group, about 34 percent of new admis-

sions, is treated for a brief period and dis-

charged in 60 days or less; and another, that

establishes resident status and is seldom dis-

charged.

Data on lengths of stay in psychiatric hospi-

tals under Medicare are available for the last 6

months of 1966 and for 1967 (table 13). These

data refer to discharges (over 70 percent from

State and county mental hospitals) and were

derived from discharge records for a 20 percent

sample of the Medicare population. Average

length of stay of these patients was about one

month in 1966 and 1967. Patients who had been

in the hospital more than 90 days comprised

only 4 percent of all discharges in 1966 and 6

percent in 1967 ; and more than 80 percent of

the discharges were alive at the time of dis-

charge.

With respect to costs involved, some evi-

dence is available based on the recent experi-

ence of Medicare. In 1969, a total of 45,081

claims for psychiatric hospital care were

approved for payment under the HI program.

These claims accounted for 1.5 million days of

care, or an average of 33 days per claim ; total

charges for the year were $33.8 million, aver-

aging $749 per claim or $22 per day ; and some
$24 million or 71.0 percent of the total charges

was reimbursed by the Medicare program

°° Hearings Before the Committee on Finance, U.S.

Senate, op. cit., p. 1743.

Table 13.—Distribution of discharges from psychiatric
hospitals under Medicare, by length of stay, 1966 and
1967

Total days in hospital 1966 > 1967

Number of discharges ' 8,800 19,350
Mean length of stay (days) 34 39
Median length of stay (days) 27 30
Percentage distribution of discharges 100.0 100.0

1-7 11.7 11.0
8-14 15.6 13.6
15-28 25.7 23.8
29-42 18.6 17.7
43-70_ 18.8 21.2
71-90 5.5 7.2
91 or more 4.1 5.5

' Based on last 6 months of 1966.
' Derived from claims processed through March 8, 1968, for a 20-

percent sample of the Medicare population. The number of discharges are
probably understated since not all claims for this period were received by
March 8, 1968.

Source: Social Security Administration.

(table 14). 21 For all hospitals, including

short-term general, long-term general, and TB
hospitals as well as psychiatric hospitals, total

claims for 1969 numbered 5.9 million, repre-

senting 77.8 million days of care and $4.0 bil-

lion in reimbursements by Medicare.^^ Hence,

of the total hospital use under Medicare in

1969, psychiatric hospitals represented a mere
eight-tenths of one percent of all claims, 1.9

percent of the covered days of care, and six-

tenths of one percent of the total amount reim-

bursed.

The 190 days lifetime limitation in a psychiat-

ric hospital has been questioned by the Health

Insurance Benefits Advisory Council of the

Social Security Administration, with the decla-

ration that this limitation "is not an appropri-

ate means of safeguarding the program against

payment for what is, in effect, custodial care."

The council also recommended that "the 190-

day lifetime limit on inpatient psychiatric hos-

pital benefits be removed if a review of past

experience shows that such removal would sig-

nificantly increase health benefits to Medicare

^ The amounts reimbursed are based on interim rates,

either per diem or a percent of total charges, that will

be adjusted at the end of each provider's operating year

on the basis of audited reasonable costs of operation.

Deductibles and coinsurance payments for beneficiaries

and noncovered services are excluded from the amounts
reimbursed. The number of claims and amounts re-

imbursed are probably understated for 1969 since not

all claims for this period were received by August 5,

1970.

'"Social Security Bulletin, Table M-19, November
1970.
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Table 14.—Medicare claims for psychiatric hospital care approved for payment, covered days, total charges, and
amounts reimbursed, July 1966-December 1969

Period claims approved i

Approved claims
'

Number

Covered days of care '

Total
Average

per
claim

Hospital charges

Amount reimbursed '

Total (in Per Per Total (in Percent of
thousands) claim day thousands) total

charges

July 1966-Deceraber 1969

July 1966-Deceraber 1966
January 1967-December 1967.
January 1968-December 1968_
January 1969-December 1969.

141,298 5,471,510

8,134
39,996
48,087
45,081

297,976
1,757,028
1,912,076
1,504,430

38.7

36.6
43.9
39,8
33.4

$91,811

3,720
1,080

33,253
33,758

$650

457
527
692
749

$17

12
12
17
22

$70,146

3,518
18,334
24,339
23,955

76.4

94.6
87.0
73.2
71.0

' Period in which the intermediaries approved the claims for payment.
' Represents claims approved for payment and recorded in Social

Security Central records as of August 15, 1970. A claim does not necessarily
represent a total stay in a covered facility, since more than one claim may
be submitted for long-stay cases.

' Covered days of care after June 30, 1966 (not including days in excess
of 90 in a benefit period to January 1, 1968; 150 days thereafter).

beneficiaries, in relation to the costs involved."

The President's Task Force on the Aging
recently also recommended . . that the 190-

day lifetime limit under Medicare for inpatient

treatment in a psychiatric hospital be removed,

since the limitation on inpatient care in a psy-

chiatric hospital . . . for those older persons

who experience acute or recurring emotional

disturbances is neither humane nor realistic.

Nor is it medically sound if it results in the

premature transfer of the older person after

190 days of treatment into a custodial care situ-

ation. It is also inequitable when compared
with Medicare provisions for care of chronic or

acute organic illness."

Finally, the recent report of the President's

Task Force on the Mentally Handicapped, after

due consideration of the limitations on benefits

for the mentally ill and mentally retarded

under Medicare and Medicaid, recommended
"that all provisions discriminating against the

mentally disabled be removed from Medicare
and Medicaid laws, regulations, and adminis-

tration; further, that the government develop

and promote legislative and administrative

measures to enhance the capacity of the service

system."

'^^ Health Insurance Benefits Advisory Council Annual
Report on Medicare: Covering the Period July 1, 1966-

December 31, 1967. U.S. Department of Health, Educa-
tion, and Welfare, Social Security Administration, Bu-
reau of Health Insurance, July 1969, p. 24.

^ The Report of the President's Task Force on the

Aging, op. cit. p. 33.

"Action Against Mental Disability," p. 48, U.S. Gov-
ernment Printing Office: 1970. Washington, D.C. 20402.

* Amounts paid to providers for covered services based on an interim
rate (either per diem or a percent of total charges). Payments exclude
deductibles, coinsurance amounts, and noncovered services as specified by
law. Amounts paid to providers are adjusted at the end of each provider's
operating year on the basis of audited reasonable costs of operation.

Source: Social Security Administration.

A "Committee on Aging," representing an
active membership of approximately 200 psy-

chiatrists, in 1970 also urged that this limita-

tion in coverage be lifted and "brought into line

with those respecting physical illness."

Overall, therefore, psychiatric hospital care

under Medicare appears to be a relatively very

small part both of total days and of expendi-

tures under Medicare. Moreover, projected

changes in resident population in State and
county mental hospitals between 1967 and 1973,

indicate an expected decrease in utilization of

44 percent by older people. Also, the statutory

requirement that a beneficiary, on completion of

a benefit period of 90 days in a hospital (maxi-

mum of 150 days), must be out of the hospital

60 continuous days before another hospital ben-

efit period can begin, in practice would preclude

extended inpatient psychiatric care under Medi-

care. In short, psychiatric hospital utilization

and expenditures for inpatient psychiatric hos-

pital care under Medicare are and will probably

continue to be relatively small in relation to the

total, but it must be recognized that the number
of persons affected by the 190-day limitation is

at present not known.

USE OF GENERAL HOSPITALS BY PSYCHIATRIC

PATIENTS

The Medicare lifetime maximum of 190 days

of inpatient days in a psychiatric hospital does

Toward a Public Policy on Mental Health Care of

the Elderly, Committee on Aging, Group for the Ad-
vancement of Psychiatry Report No. 79, November
1970, p. 682.
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not apply in the case of inpatient psychiatric

care in a general hospital. In the general hospi-

tal, Medicare benefits are the same for patients

with mental illness as for those with other

kinds of illness.

Virtually all nonfederal general hospitals

were participating in the Medicare program in

1969. Only some 12 percent of these hospitals,

however, reported having a distinct psychiatric

unit, and the proportion of hospitals with a

psychiatric unit varied widely among the

States, ranging from 35 percent in Connecticut

(46 percent in the District of Columbia) to 4

percent in Mississippi (table 15).^^

In order to determine Medicare's impact on

the use of general hospitals by aged psychiatric

patients, the Social Security Administration

contracted with the Professional Activity Study

(PAS), a nonprofit medical research center, to

obtain data on hospital discharges with a pri-

mary psychiatric diagnosis. These data cov-

ered the periods 18 months before and 18

months after implementation of the Medicare

program in July 1, 1966. A detailed study based

on the data has appeared elsewhere.-^ A sum-
mary of the results, however, is given below.

In the 327 short-stay general hospitals under
continuous PAS study, the data showed a sig-

nificant increase in use by aged psychiatric

patients. In the 18 months before Medicare,

aged psychiatric discharges comprised about

one-tenth of all psychiatric discharges and 13.5

" An additional 533 general hospitals or 8 percent of

the total provided psychiatric services in general wards
(see p. 2, table 2).

^ The Professional Activity Study is an arm of the

Commission on Professional and Hospital Activities,

which in turn is sponsored by the American College of

Physicians, the American College of Surgeons, the

American Hospital Association, and the Southwestern

Hospital Association. Since 1953, the Commission's Pro-

fessional Activity Study has been collecting abstracts

of the clinical records of individual patients discharged

from participating hospitals. PAS offers its services to

all hospitals; those that wish to participate send PAS
a case abstract for each discharged patient and in re-

turn for a small fee, receive periodic reports summariz-
ing this information for each participating hospital.

Barbara S. Cooper, "A Study of the Use of General

Hospitals by Aged Psychiatric Patients, January 1965-

June 1966 and July 1966-December 1967," Office of

Research and Statistics, Social Security Administra-

tion, Health Insurance Statistics, HI-13, May 9, 1969.

percent of their total days of care; these pro-

portions rose to 12.3 and 18.1 percent, respec-

tively, in the 18 months following Medicare's

initiation. Significantly, the number of aged

psychiatric discharges increased nearly 29 per-

cent within these two periods. The under-age-

Table 15.—^General hospitals participating in the Medi-
care program and number with psychiatric units, by
geographic division and State, August 31, 1969

General hospitals

Division and State With psychiatric unit
Total

Number Percent of
total

Total, all areas 6,406 788 12.3

United States 6,302 783 12.4

New England . 347 54 15 .

6

Maine 61 4 6.6
New Hampshire 33 4 12.1
Vermont 20 2 10.0
Massachusetts 172 26 15.1
Rhode Island 18 3 16.7
Connecticut 43 15 34.9

Middle Atlantic 735 121 16.5
New York 358 56 15.6
New Jersey 111 23 20.7
Pennsylvania 266 42 15.8

East North Central 1 ,048 174 16.6
Ohio 234 46 19.7
Indiana 123 27 22.0
Illinois 272 49 18.0
Michigan 252 29 11.5
Wisconsin 167 23 13.8

West North Central 879 87 9.9
Minnesota 186 22 11 .

8

Iowa 141 18 12 .8

159 19 11.9
North Daiota 62 3 4 .

8

oouin JJaKota 63 6 Q fx

106 7 D . D

Kansas- 162 12 7 .4

boutn Atlantic. - 771 100 13 .

0

Delaware 7 1 14.3
Maryland 49 9 18.4
District of Columbia 13 6
Virginia 108 18 1 C 7

West Virginia. _ 77 6 i • o

143 14 Q 9

South Carolina _ 69 4 5.8
138 10

Florida 167 32 19.2
East South Central 464 43 9.3
Kentucky 119 19 16.0
Tennessee 145 12 8.3
Alabama 116 9 7.8
Mississippi. 84 3 3.6

West South Central 887 62 7.0
Arkansas 104 4 3.8
Louisiana 117 11 9.4
Oklahoma 143 9 6.3
Texas-.- -. 523 38 7.3

Mountain 380 46 12.1
Montana 64 7 10.9
Idaho 47 5 10.6
Wyoming 28 3 10.7
Colorado. .. 85 14 16.5
New Mexico 44 2 4.5
Arizona 57 4 7.0
Utah 35 7 20.0
Nevada 20 4 20.0

Pacific 791 96 12.1
Washington 116 8 6.9
Oregon 85 10 11.8
California 546 70 12.8
Alaska . 20 1 5.0
Hawaii 24 7 29.2

other areas 104 5 4.8
American Samoa 1 1 100.0

1 1 100.0
Puerto Rico 97 1 1.0

5 2 40.0

Source: Social Security Administration.
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65 discharges increased only 1.2 percent, and
for two age groups (under age 15 and aged
45-64) a decrease was registered (table 16).

The average length of stay for aged psychiat-

ric discharges rose from 16.2 to 18.7 days,

bringing the increase in their total days of care

up 49 percent. For the under-age-65 group, the

increase in days of care was only about one-

tenth that of the aged.

The relatively greater increase of inpatient

psychiatric care in general hospitals among
older people than among the rest of the popula-
tion, apparently as a result of the Medicare
program, is graphically shown in chart 4.

Examination of these data by presence of

psychiatric units indicated that for both the

aged and the nonaged, hospitals without such
units showed greater increases in psychiatric

discharges and days of care than those with
these units (table 17), It is possible that with
the incentive of Medicare payment, hospitals

without psychiatric units, previously reluctant

to accept aged psychiatric patients because of

their frequent inability to pay, reversed their

policy and started accepting psychiatric

patients of all ages. In addition, in hospitals

without psychiatric units prior to Medicare,

patients with psychiatric diagnoses may have

Table 16.—Psychiatric discharges and days of care in
Professional Activity Study hospitals 18 months before
and after initiation of Medicare, by age January 1965-
December 1967

Age Jan. 1965- July 1966- Percent
June 1966 Dec. 1967 change

Discharges

Total 1 85,259 88,606 3.9

Under 65 76,795 77,706 1 2
Under 15 2,849 2,710 -4.9
15-44 46,048 47,131 2 4
45-64 27,898 2T,865 -.1

65andover___ 8,457 10,897 28.9
65-74 5,632 7,001 24.3
75 and over 2,825 3,896 37.9

Days of care

Total! 1,015,123 1,125,022 10.8

Under 65.. 878,158 920,973 4.9
Under 15... 21,580 22,031 2.1
15-44. 516,220 544,306 5.4
45-64 340,358 354,636 4.2

65 and over 136,921 204,019 49.0
65-74 83,263 129,391 55.4
75 and over.

.

53 , 658 74 , 628 39 .

1

Average length of stay (in days)

Total' 11.9 12.7 6.7

Under 65. 11.4 11.9 4.4
Under 15 7.6 8.1 6.6
15-44 11.2 11.5 2.7
45-64 12.2 12.7 4.1

65 and over 16.2 18.7 15.4
65-74 14.8 18.5 24.3
75 and over... 19.0 19.2 1.1

' Includes data for persons whose age is not recorded.

Table 17.—Psychiatric discharges and days of care in Professional Activity Study hospitals 18 months before and
after initiation of Medicare, by age, sex, and presence of psychiatric unit in hospital, January 1965-December
1967

Discharges Days of care Average length of stay (in days)

Item
Jan. 1965- July 1966- Percent Jan. 1965- July. 1966 Percent Jan. 1965- July 1966- Percent
June 1966 Dec. 1967 change June 1966 Dec. 1967 change June 1966 Dec. 1967 change

All persons

Total

Men
Women.

Total ' ^

Men '_

Women '__[

Hospitals with psychiatric units
Hospitals without psychiatric units...

. 85,259 88,606 3.8 1,015,123 1,125,022 10.8 11 .9 12,.7 6.7

30,722 32,408 5.5 328,075 374,608 14.2 10,.7 11,.6 8.4
54 , 534 56,196 3.0 687,034 750,372 9.2 12 .6 13 .4 6.3

52,982 54,521 2.9 757,128 814,833 7.6 14 .3 14 .9 4.2
. 32,277 34,085 5.6 257,995 310,189 20.2 8 .0 9 .1 13.3

Persons under age 65

. 76,795 77,706 1.2 878,158 920,973 4.9 11 .4 11,.9 4.4

27,597 28 , 654 3.8 283,236 309,929 9.4 10 .3 10,.8 4.9
49,196 49,050 -.3 594,913 611,002 2.7 12,.1 12..5 3.3

48,055 48,312 .5 673,535 694,446 3.1 14,.0 14..4 2.9
. 28,740 29,394 2.3 204,623 226,527 10.7 7,.1 7..7 8.4

Persons aged 65 and over

8,457 10,897 28.9 136,921 204,019 49.0 16.,2 18. 7 15.4

3,123 3,753 20.2 44,818 64.677 44.3 14. 4 17.2 19.4
5,334 7,144 33.9 92,103 139,342 51.3 17.3 19. 5 12.7

4,922 6,207 26.1 83,552 120,359 44.1 17.,0 19. 4 14.1
3,535 4,690 32.7 53,369 83,660 56.8 15. 1 17. 8 17.9

' Totals may not add as various characteristics were not reported for some of the discharges.
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DAYS OF CARE

UNDER AGE
65

878,158

920,973

AGE 65 AND
OVER

136,921

204,019

AVERAGE LENGTH OF STAY IN DAYS

UNDER AGE
65

11.4

11.9

AGE 65 AND
OVER

16.2

18.7
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been classified otherwise in order to be eligible

for private health insurance. With Medicare
payment available for such care, patients are

more likely to be classified correctly.

The impact of Medicare varied substantially

by psychiatric diagnosis. Excluding mental
deficiency (for which too few cases were
reported), the greatest change in the two peri-

ods among the aged psychiatric discharges was
for chronic brain disorders, which registered a

40 percent increase in discharges and a 57 per-

cent increase in days of care. Prior to Medi-

care, patients with chronic brain disorders were
usually sent to State institutions. The availabil-

ity of Medicare payment has probably resulted

in many of these patients being sent to general

hospitals instead. Substantial changes were also

reported for psychotic and psychoneurotic dis-

orders (table 18).

The greatest impact of Medicare, of course,

was in source of payment. The PAS study
showed that for the 18-month period before

Medicare, about 62 percent of the discharges

and days of care was paid for by insurance—43

percent by Blue Cross and 18 percent by com-
mercial insurance. More than one-fifth (22 per-

cent) of the days of care were paid for pri-

vately, i.e., out-of-pocket. In the 18-month
period after Medicare began, the out-of-pocket

portion of payment for total days of care was
reduced to 3 percent, the insurance portion

(Blue Cross and commercial insurance) was re-

duced to 6 percent, and Medicare and Medicaid

became the source of payment for 90 percent of

the discharges and 89 percent of the days of

care (table 19).

Two sets of data support the finding that

Table 18.—Psychiatric discharges aged 65 and over and
days of care in Professional Activity Study hospitals
18 months before and after initiation of Medicare, by
diagnosis, January 1965-December 1967

Primary discharge diagnosis ICDA
code

Jan. 1965- July 1966- Percent
June 1966 Dec. 1967 change

28.9

14.7
40.0
34.7

10.6
25.4
10.1
77.8

49.0

Pischarges

Total 1 300-d29 b,45V 10,897

Acute brain disorders 300-307 693 795
Chronic brain disorders 308-317 2,691 3,767
Psychotic disorders 318-322 1,041 1,402
Psychophysiologic autonomic
and visceral disorders 323 357 395

Psychoneurotic disorders 324 3,163 3,968
Personality disorders 325-328 503 554
Mental deficiency 329 9 16

Days of care

Total 1 300-329 136,921 204,019

Acute brain disorders 300-307 8,378 10,060
Chronic brain disorders 308-317 55,994 88,053
Psychotic disorders 318-322 21,036 31,668
Psychophysiologic autonomic
and visceral disorders 323 2,757 3,291

Psychoneurotic disorders 324 43,358 64,040
Personality disorders. 325-328 5,145 6,677
Mental deficiency 329 253 230

Average length of stay (in days)

Total I 300-329 16.2 18.7

Acute brain disorders 300-307 12.1 12.7
Chronic brain disorders 308-317 20.8 23.4
Ps.vchotic disorders _. 318-322 20.2 22.6
Psychophysiclopic autonomic —

~

and visceral disorders 323 7.7 8.3
Psychoneurotic disorders 324 13.7 16.1
Personality disorders 325-328 10.2 12.1
Mental deficiency 329 28.1 14.4

20.1
57.3
50.5

19.4
47.7
29.8
-9.1

15.4

5.0
12.5
11.9

7.8
17.5
18.6

' Discharges with a primary diagnosis of mental, psychoneurotic, and
personality disorders.

psychiatric patients constitute a very small pro-

portion of total general hospital populations.

The PAS data showed that in the 18 months
before Medicare, psychiatric patients com-

prised 1.9 percent of all PAS discharges and 2.9

percent of the total days of care. The compara-

ble proportions for the 18 months after Medi-

care began were higher, but still only 2.0

percent and 3.1 percent, respectively. Psychia-

Table 19.—Psychiatric discharges aged 65 and over and days of care in Professional Activity Study hospitals 18
months before and after initiation of Medicare, by source of payment, January 1965-December 1967

Discharges Days of care

Source of payment Number Percentage distribution Number Percentage distribution

Jan. 1965- July 1966- Jan. 1965- July 1966-
June 1966 Dec. 1967 June 1966 Dec. 1967

Jan. 1965- July 1966- Jan. 1965- July 1965-
June 1966 Dec. 1967 June 1966 Dec. 1967

Total ' 8,457 10,897 100.0 100.0 136,921 204,019 100.0 100.0

Medicare /Medicaid
Other government
Blue Cross _

Commerica! insurance.
Private
Charity
Other...

7
736

3,653
1,561
1,850

127
218

9,833
123
452
185
180
16
13

.1

8.7
43.2
18.5
21.9
1.5
2.6

90.2
1.1
4.1
1.7
1.7
.1

.1

75
14,179
59,184
23,719
30,116
2,110
2,946

180,579
4,505
8,421
3,264
5,454
232
81

.1

10.4
43.2
17.3
22.0
1.5
2.2

88.5
2.2
4.1
1.6
2.7
.1

' Includes persons for whom sources of payment was not recorded. ' Less than 0.05 percent.
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trie discharges aged 65 and over and their days

of care continued to represent less than 1 per-

cent of all discharges and days of care. Thus,

even a large change in their utilization of gen-

eral hospitals would probably have relatively

little impact on total utilization (table 20).

Preliminary data are available on short-stay

general hospital discharges in a 20 percent

sample of the Medicare population recorded in

the Social Security files as of September 1967.

These data are reported by diagnosis and indi-

cate the extent of use of short-stay hospitals by

aged psychiatric patients during the first six

months of Medicare. In this period, some 2.3

million discharges aged 65 and over from
short-stay hospitals were reported. Of this

total, 32,000 discharges, or 1.4 percent, had a

primary psychiatric diagnosis (mental and psy-

choneurotic and personality disorders). Days of

care for these psychiatric discharges numbered
483,000, representing 1,6 percent of the total

Table 20.—Discharges and days of care in Professional
Activity Study hospitals 18 months before and after
initiation of Medicare, by type of discharge and age,
January 1965-December 1967

Type of discharge
and age

Number Percentage
distribution

Jan. 1965-
June 1966

July 1966-
Dec. 1967

Per-
cent

change

Jan.
1965-
June
1966

July
1966-
Dec.
1967

Discharges

All discharges 4,526,864 4,503,558 -0.5 100.0 100.0

Psychiatric discharges
Under aged 65
Aged 65 and over

Other discharges

85,259
76,795
8,457

4,441,605

88,606
77,706
10,897

4,414,952

3.9
1.2

28.9
-.6

1.9
1.7
.2

98.1

2.0
1.7
.2

98.0

Days of care

All discharges 84,774,892 35,802,539 3.0 100.0 100.0

Psychiatric discharges
Under age 65 .

Aged 65 and over
Other discharges

1,015,123
878,158
136,921

33,759,769

1,125,022
920,973
204,019

34,677,517

10.8
4.9
49.0
2.7

2.9
2.5
.4

97.1

3.1
2.6
.6

96.9

' Discharges with a primary diagnosis of mental, psychoneurotic, and
personality disorders (ICDA codes 300-329). Includes data for persons
whose age is not recorded.

Table 21.—Medicare discharges from short-stay hospitals and days of care, with and without multiple diagnoses,
by psychiatric diagnosis and sex, July 1966-December 19661

Number of discharges Days of care

Primary discharge diagnosis
ICDA
code

Total Single
diagnosis

Multiple
diagnoses

Total Single
diagnosis

Multiple
diagnoses

Average length of

stay

Single Mul-
Total diag- tiple

nosis diag-
noses

All persons

Total, all diagnoses — 2,301,655 1,035,005 1,266,650 29,653,155 11,793,390 17,859,765 12.9 11.4 14.1

Psychiatric diagnoses « 300-329 31,945 15,400 16,545 483,200 226,642 256,558 15.1 14.7 15.5
Acute brain disorders 300-307 2,825 1,260 1,565 28,015 9,412 18,603 9.9 7.5 11.9
Chronic brain disorders 308-317 11,475 4,575 6,900 199,050 72,962 126,088 17.3 15.9 18.3
Psychotic disorders 318-322 3,420 2,145 1,275 70,300 43,776 26,524 20.6 20.4 20.8
Psychophysiologic autonomic and visceral

disorders 323 1,285 565 720 10,080 4,018 6,062 7.8 7.1 8.4
Psychoneurotic disorders 324 10,550 5,570 4,980 147,530 81,023 66,507 14.0 14.5 13.4
Personality disorders 325-328 2,330 1,260 1,070 27,735 15,321 12,414 11.9 12.2 11.6
Mental deficiency 329 60 25 35 490 130 360 8.2 5.2 10.3

Men

Total, all diagnoses — 1,062,355 487,460 574,895 13,248,935 5,372,873 7,876,062 12.5 11.0 13.7

Psychiatric diagnoses 300-329 12,285 5,705 6,580 171,210 76,004 95,206 13.9 13.3 14.5
Acute brain disorders 300-307 1,580 760 820 14,030 4,848 9,182 8.9 6.4 11.2
Chronic brain disorders 308-317 5,070 2,085 2,985 85,150 33,616 51,534 16.8 16.1 17.3
Psychotic disorders 318-322 935 555 380 15,655 10,015 5,640 16.7 18.0 14.8
Psychophysiologic autonomic and visceral

disorders 323 330 120 210 2,330 729 1,601 7.1 6.1 7.6
Psychoneurotic disorders 324 2,820 1,415 1,405 37,530 19,454 18,076 13.3 13.7 12.9
Personality disorders 325-328 1,535 765 770 16,315 7,327 8,988 10.6 9.6 11.7
Mental deficiency 329 15 5 10 200 15 185 13.3 3.0 18.5

Women

Total, all diagnoses _.. — 1,239,250 547,520 691,730 16,403,435 6,511,696 9,891,739 13.2 11.9 14.3

Psychiatric diagnoses « 300-329 19,660 9,695 9,965 311,990 150,681 161,309 15.9 15.5 16.2
Acute brain disorders 300-807 1,245 500 745 13,985 4,603 9,382 11.2 9.2 12.6
Chronic brain disorders 308-317 6,405 2,490 3,915 113,900 39,488 74,412 17.8 15.9 19.0
Psychotic disorders 318-322 2,485 1,590 895 54,645 33,739 20,906 22.0 21.2 23.4
Psychophysiologic autonomic and visceral

disorders 323 955 445 510 7,750 3,272 4,478 8.1 7.4 8.8
Psychoneurotic disorders 324 7,730 4,155 3,575 110,000 61,520 48,480 14.2 14.8 13.6
Personality disorders 325-328 795 495 300 11,420 7,944 3,476 14.4 16.0 11.6
Mental deficiency 329 45 20 25 290 115 175 6.4 5.8 7.0

' Preliminary data based on a 20-percent sample of the Medicare popu-
lation recorded in the Social Security central records as of September 1967.

' Discharges with a primary diagnosis of mental, psychoneurotic, and
personality disorders.



Table 22.—Annual rate of Medicare discharges from short-stay hospitals, with and without multiple diagnoses, by
psychiatric diagnosis and sex, July 1966-December 1966 i

Primary discharge diagnosis ICDA code

Annual rate of discharges per
1,000 enroUees

Total Single
diagnosis

Multiple
diagnoses

Annual rate of days of care per
1,000 enroUees

Total Single
diagnosis

Multiple
diagnoses

Total, all diagnoses

Psychiatric diagnoses '

Acute brain disorders
Chronic brain disorders
Psychotic disorders
Psychophysiologic autonomic and visceral disorders.
Psychoneurotic disorders
Personality disorders
Mental deficiency

Total, all diagnoses.

Psychiatric diagnoses '

Acute brain disorders
Chronic brain disorders
Psychotic disorders
Psychophysiologic autonomic and visceral disorders.
Psychoneurotic disorders
Personality disorders
Mental deficiency

Total, all diagnoses

Psychiatric diagnoses '

Acute brain disorders
Chronic brain disorders
Psychotic disorders
Psychophysiologic autonomic and visceral disorders.
Psychoneurotic disorders
Personality disorders
Mental deficiency

300-329
300-307
308-317
318-322

323
324

325-328
329

300-329
300-307
308-317
318-322

323
324

325-328
329

300-329
300-307
308-317
318-322

323
324

325-328
329

All persons

242.0 108.8 33.2 3,117.3 1,239.8

(')

.3
1.2
.3
.1

1.1
.2

(')

1.6
.1

.5

.2

.1

.6

.1

(')

1.7
.2

.7

.1

.1

.5

.1

50.8
2.9

20.9
7.4
1.1

15.5
2.9
.1

23.8
1.0
7.7
4.6
.4

8.5
1.6

3.0
.4

1.3
.2

.1

.7

.4

(»)

(')

1.4
.2
.5

.1

.4

.2
(»)

1.6
.2
.7
.1

.1

.3

.2

42.4
3.5

21.1
3.9
.6

9.3
4.0
.1 (')

18.8
1.2
8.3
2.5
.2

4.8
1.8

Women

226.4 100.0 126.4 2,997.3 1,189.9

3.6
.2

1.2
.5

.2

1.4
.1

.1

.7

.2

.1

.7

.1

57.0
2.6

20.8
10.0
1.4

20.1
2.1
.1

27.5
.8

7.2
6.2
.6

11.2
1.5

1,877.5

27.0
2.0
13.3
2.8
.6

7.0
1.3

Men

263.0 120.7 142.3 3,279.6 1,330.0 1,949.6

(•)

23.6
2.3
12.8
1.4
.4

4.5
2.2

1,807.5

29.5
1.7
13.6
3.8
.8

8.9
.6

^ Preliminary data based on a 20-percent sample of all discharges
recorded in the Social Security central records as of September 1967.

' Discharges with a primary diagnosis of mental, psychoneurotic, and

personality disorders.
3 Less than 0.05.

days of care. Average length of stay was sev-

eral days longer for psychiatric discharges than

for all discharges—15.1 days compared with

12.9 days (table 21).

On an annual basis, for every 1,000 Medicare

enroUees, there were three psychiatric dis-

charges, representing 51 days of care. The dis-

charge rates were slightly higher for women
than for men, 3.6 discharges per 1,000 women
compared with 3.0 discharges per 1,000 men.

Women, on the average, also stay in the hospi-

tal longer, so that the annual rate of days of

care per 1,000 enroUees shows an even wider

discrepancy between the sexes—57 days for

women compared with 42 days for men (table

22). Women outnumber men in the older age

groups; part of the differences in discharge

rates between men and women may reflect this

age variation.

Supplementary Medical
Insurance Program

The medical insurance part of the Medi-

care program requires that the aged person, in

order to become eligible for benefits, must enroll

in the program and pay $5.30 each month to the

Federal Government (or have this done for

him). The premium was $3 per month up to

April 1, 1968, and $4 per month up to July 1,

1970. The program pays 80 percent of the rea-

sonable charges for covered physicians' and

other medical services after a $50 deductible

has been met by the patient in each calendar

year.

In the medical care of mental illness, there is

a limitation on the amount Medicare will pay

for physicians' services when the beneficiary is

an "outpatient". If the beneficiary is not an
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inpatient of a hospital, general or psychiatric,

he is viewed as an outpatient when he incurs

expenses for psychiatric treatment, whether

provided in the physicians' office, patient's

home, nursing home, or outpatient clinic of a

hospital. And reimbursement for mental illness

on an outpatient basis cannot exceed 50 percent

of the expenses for such treatment, or $250 in

each calendar year, whichever is less.^° This

reimbursement limitation does not apply, how-
ever, when the physician renders medical or

psychiatric care to a mentally ill beneficiary

when he is an inpatient of a hospital.

Psychiatric therapy (e.g., individual treat-

ment, group psychotherapy, activity therapy,

recreation therapies) often can be made availa-

ble to the patient in the physician's office, in

day care centers, and in outpatient clinics, and
can thus be an alternative to hospitalization, as

well as a transitional stage after inpatient care

is no longer necessary. The physician alone,

providing such "outpatient" psychiatric serv-

ices, is limited to a total reimbursement of $250
a year. Yet, as previously noted, physicians'

services for medical or psychiatric care of a

mentally ill patient may be paid according to

ordinary reimbursement regulations when the

beneficiary is an inpatient under the Medicare
program, regardless of whether the patient's

150 days of inpatient hospital services in a ben-

efit period, or the 190 days lifetime limit on

inpatient psychiatric hospitalization, have

expired. This circumstance, in view of the

restrictions on reimbursement for psychiatric

treatment of patients outside the hospital,

would seem to encourage hospitalization in the

case of needed extended psychiatric services

which could perhaps be provided as well or

better in an outpatient clinic at less cost to the

program. It should be noted that no hard data

are available bearing on this question, although

a committee representing a large body of psy-

chiatrists has remarked this very tendency.

™ The sum and percentage are derived from the sta-

tutory provision which permits an incurred expense for

out-of-hospital treatment of mental illness of only

$312.50 or 62.5 percent of actual expenses in a calendar

year. Since only 80 percent of incurred expenses can be

paid by the SSA, in effect the maximum becomes $250
or 50 percent of actual expenses.

noting that the limitation "not only affords

inadequate coverage but promotes hospitaliza-

tion rather than care in the community, often

contrary to sound psychiatric practice."

The President's Task Force on the Aging has

recently remarked on this same point: "Medi-

care coverage of outpatient psychiatric treat-

ment . . . is so limited that it discourages older

persons from seeking help and encourages

practitioners to hospitalize older persons who
may not require hospitalization so that they can

receive treatment." The Task Force therefore

explicitly recommended "that the restrictions

in Medicare coverage on outpatient psychiatric

care be removed so that Medicare pays the

same benefits for outpatient psychiatric treat-

ment as it does for all other medical care."

UTILIZATION AND CHARGES

Preliminary data are available, based on

Medicare payment records for 1967, on the use

of and charges for psychiatric services under

the supplementary medical insurance (SMI)

program of Medicare (table 23). These data

derive from information on each bill paid by a

carrier to a physician, beneficiary, or supplier

of services and may not be complete since there

can be a considerable time lag between services

rendered and submission of bills by patient or

physician. Annual medical bills totalling less

than $50, the deductible under Medicare, would

not be included.^^

For persons with bills totalling $50 or more
in 1967, table 23 gives the reasonable charges

for psychiatric outpatient services under Medi-

care (including coinsurance and deductible for

psychiatric medical care). These charges do not

include the part of the deductible paid for non-

'^ Committee on Aging of the Group for the Advance-
ment of Psychiatry, op. cit, p. 682.

The Report of the President's Task Force on the

Aging, op. cit., p. 33.

For a more complete description of the payment
record and other basic records, see "Health Insurance

for the Aged, 1966, Section 2: Persons Enrolled in the

Health Insurance Program," U.S. Department of

Health, Education, and Welfare, Social Security Ad-
ministration, Office of Research and Statistics, 1969,

pages iv-v.
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Table 23.—Outpatient psychiatric services, medical services, and allovired charg-es, for psychiatric patients under
Medicare, by selected characteristics, 1967

Characteristic

Persons
enrolled in

supple-
mentary
medical
insurance

Persons receiving outpatient
psychiatric services

Number

Persons receiving both outpatient psychiatric
and other medical services

Rate per
1,000

enrollees

Allowed charges

Total
(in

thousands)

Number

Per person

Percent
of

total

Allowed charges for
nonpsychiatric medical

services ^

Total
(in

thousands)
Per person

All persons 17,875,352 36,485 2.0 $2,586 $71 11,700 32.1 $2,367 $202

Sex:
Men 7,542,616 11,783 1.6 825 70 3,443 29.2 718 207
Women 10,332,736 24,702 2.4 1,761 71 8,257 33.4 1,653 200

Age:
65-74 11,099,087 25,427 2.3 1,831 72 8,588 33.8 1,796 209
75andover 6,776,265 11,058 1.6 754 68 3,101 28.0 571 184

Race:
White 16,104,670 34,342 2.1 2,425 71 11,196 32.6 2,275 203
Other than white 1,247,444 975 .8 68 70 163 16.7 22 135
Unknown 523,238 1,168 2.2 92 79 341 29.2 69 204

Region

:

Northeast 4,810,581 10,745 2.2 736 69 4,412 41.1 765 173
North Central 5,195,661 9,632 1.9 578 60 3,117 32.4 688 221
South 5,051,503 8,576 1.7 588 69 2,295 26.8 492 214
West 2,701,093 7,495 2.8 676 90 1,862 24.8 418 225

^ Charges before adjustment for coinsurance and deductible, if any.

Source: Social Security Administration.

psychiatric medical services. In addition, the

amounts actually paid out under Medicare

would be at least 20 percent less—the extent of

coinsurance payments. The data reveal that

:

1) Some 36,000 persons, or 2 persons per
1,000 enrolled in SMI, received one or more
psychiatric services in 1967. Reported charges
for psychiatric services totalled $2.6 million or

about $71 per person using these services. Dur-
ing the first six months of Medicare, July-
December of 1966, total charges for psychiatric
services were $1.2 million or $74 per person.

2) Thirty-two percent of persons receiving
psychiatric medical services also received non-
psychiatric medical services, at a cost of $2.4
million or $202 per person served, a much
higher average cost than for psychiatric serv-
ices.

3) The proportion of women enrolled was
substantially higher than that of men (2.4 per
1,000 enrolled women vs. 1.6 per 1,000 enrolled
men), although the average cost per person
served was about the same for men and women.
A somewhat higher percentage of women than
men also had non-psychiatric medical services

(33 percent vs. 29 percent), although cost per
person was higher on the average among the
males ($207 vs. $200).

4) There was a somewhat higher rate of use
of psychiatric services in 1967 among enrollees
aged 65-74 than for those aged 75 and over,

(2.3 vs. 1.6 persons per 1,000 enrollees) ; aver-
age cost per person served was also higher in

the 65-74 age group ($72 vs. $68), and rather
unexpectedly, a larger proportion of this

"younger" group had non-psychiatric medical
services in addition to psychiatric services (34
percent of group aged 65-74 vs. 28 percent of

group aged 75 and over) ;
average cost per per-

son receiving non-psychiatric medical services

was also considerably higher in the 65-74 age
group ($209 vs. $184).

5) Use of psychiatric services was much
lower among persons other than white than
among white persons (0.8 vs. 2.1 persons per

1,000 enrollees). Only 2.8 percent of all per-

sons receiving psychiatric services (of known
"race") were of races other than white.

Charges for psychiatric services per person
served were practically identical in each group.

The proportion of persons other than white who
received non-psychiatric medical services, in

addition to psychiatric services, was half that

of those white persons receiving care (16.7 vs.

32.6 percent).

6) Of the four major regions of the country,

the West had the highest rate of persons re-

ceiving psychiatric services under Medicare
and by far the highest average cost per person

receiving such services. Average charge per

person receiving non-psychiatric medical serv-

ices was also highest in the "West. The propor-

tion who also received non-psychiatric medical

services was lowest in the West (25 percent)

and highest in the Northeast (41 percent)

.

In short, both utilization and cost of psychi-

atric outpatient services in 1967 were relatively
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very low : two-tenths of 1 percent of all enrolled

under Part B of Medicare at a total reimburse-

ment of about $2.1 million (after coinsurance

payments), a mere fraction (0.3 percent) of

the total expenditures under SMI. ^*

Alternatives to a flat elimination of the $250

per year limit for psychiatric outpatient serv-

ices by a physician under Medicare might be an

increase in the amount allowed for comprehen-

sive mental health services ; or a specified maxi-

mum number of visits to a physician for psy-

chiatric treatment instead of dollar limits.

Some private health insurance policies, as pre-

viously noted, allow 50 visits per year for psy-

chiatric care outside of the hospital and also

provided for visits to other mental health pro-

fessionals. Whatever the means for attempting

to control costs, to ensure an efficacious use of

outpatient psychiatric services under Medicare,

peer review and re-certification of need at

definable points in time during the period of

therapy seem desirable and practicable.

Community Mental Health Centers

A community mental health center, according

to "The Mental Retardation Facilities and Com-
munity Mental Health Centers Construction

Act of 1968 and Amendments" (P.L. 88-199)

provides a comprehensive coordinated plan of

mental health services located in one or more

facilities in the community. To qualify for Fed-

eral funds under this Act, a community mental

health center must provide at least five essential

services: inpatient care, outpatient care, par-

tial hospitalization, emergency service, and

community consultation and education. Thus

the community mental health center is intended

to help prevent mental illness as well as effec-

tively treat the mentally ill.

Since June 1965 when the first construction

grant was awarded, a total of 376 community

mental health centers have been funded by the

National Institute of Mental Health, of which

196 were operational by 1969. These centers.

^ Dorothy P. Rice and Barbara S. Cooper, "National

Health Expenditures, 1929-68," Social Security Bulle-

tin, January 1970, p. 10.

existing in all States, provide services in com-

munities of every kind, ranging from inner city

ghettos to farmlands, from affluent suburbs to

the poorest counties of Appalachia.

Applicants for community mental health

center grants include State and local govern-

mental units, charitable institutions, public and

nonprofit private general hospitals, public

mental hospitals, independent mental health

clinics, and community mental health boards

composed of interested citizens.

Services are provided to all age groups of the

population in a defined area, regardless of abil-

ity to pay. Federal staffing grants, however, are

"time" limited, and fees for services or vendor

payments may eventually become commonplace.

relation to medicare

Certification of a general or psychiatric hos-

pital under Medicare may include certification

of a community mental health center affiliated

v/ith the hospital. A number of community
mental health centers, however, have developed

independently, with no hospital affiliation, and

are "free-standing." To qualify as a Medicare

provider of service and receive reimbursement

for inpatient care, the free-standing community
mental health center must meet the Conditions

of Participation for Hospitals as well as the

special Conditions for Psychiatric Hospitals.

The "Conditions," established to safeguard

quality of care in hospitals, in some instances

are inappropriate when applied to the commun-
ity mental health center (e.g., autopsy, blood

bank, radiology requirements) and in effect

exclude the free-standing community mental

health center as a provider of inpatient care

under Medicare. Moreover, the physician pro-

viding inpatient services to a patient in a com-

munity mental health center that is not covered

under Medicare (Part A), is subject to the

$250 annual limitation for outpatient psychiat-

ric services, a reimbursemsnt restriction that

does not apply to psychiatric services by a phy-

sician to patients in a general or psychiatric

hospital.

^ The community mental health center usually has a

small number of beds for brief periods of inpatient

care of persons with acute episodes of mental illness.
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The actual number of free-standing compre-

hensive mental health centers not covered

under Medicare is not available.

The Health Insurance Benefits Advisory

Council of the Social Security Administration

has taken cognizance of this restriction, and
recommended "enactment of legislation vi^hich

would allow the participation of community
mental health centers in the Medicare pro-

gram." Further, "The Council believes that

inpatient services in these centers should be

covered under Part A of the program, subject

to the same conditions and limitations as are

applicable to inpatient psychiatric benefits.

Payment for outpatient services should be

made under Part B, on a reimbursable cost

basis in much the same manner as outpatient

hospital services."

COST OF CARE

Note may be taken of the cost of active treat-

ment in freestanding outpatient psychiatric

clinics, although the latter are not strictly com-

parable with the community mental health

center. A free-standing psychiatric outpatient

clinic is distinguished from the community
mental health center in that the former does

not provide inpatient care, nor necessarily all

of the other essential services required for Fed-

eral grant assistance as a community mental

health center (see p. 25).

Average total expenditures per patient under

care in 831 free-standing clinics in 1967 (of a

total of 1,278 surveyed), was $147, with no age

or diagnostic restriction, and average total

expenditure per termination was $289.^^ These

expenditures are plainly much lower than the

previously noted average in 1967 of $524 per

claim in a psychiatric hospital under Medicare

"Health Insurance Benefits Advisory Council An-
nual Report on Medicare: Covering the Period July 1,

1966 to December 31, 1967," U.S. Department of Health,

Education, and Welfare, Social Security Administra-

tion, Bureau of Health Insurance, July 1969, p. 22.

" Excludes general hospital outpatient psychiatric

services or outpatient services of State mental hospitals.

The data are from Carl A. Taube, "Expenditures Per

Patient in Free Standing Outpatient Psychiatric

Clinics, 1967," Statistical Note 4, Biometry Branch, Na-

tional Institute of Mental Health. February 28, 1969.

(p. 5). Moreover, the patient remaining out-

side of the hospital may continue as a produc-

tive member of family and community.

On the basis of tentative draft reports on
several "case studies" of community mental

health centers in various parts of the country

made for the NIMH, and referring to condi-

tions in 1969, it seems clear that

:

a) Medicare as a source of income in a com-
munity mental health center, at present is a
relatively insignificant factor, accounting for
only about 2 to 3 percent of the total budgets
in centers covered by Medicare.

b) Relative amounts of income by source
vary considerably in different centers, e.g., pri-

vate insurance accounted for some 2 percent of
the total budget in one center, even less in an-
other, while comprising 33 percent in FY 1969
in still another center.

c) Patient fees comprise a very small frac-

tion of the total budget of a community mental
health center—at most 10 percent; in poverty
areas a large percentage of community services

is delivered with no fees assessed.

Experimental Changes In Scope of Bene-
fits

Under the incentive provisions of the Social

Security Amendments of 1967, experimentation

is permitted v/ith respect to methods of reim-

bursement for covered services under Title

XVIII (Medicare), Title XIX (Medicaid,) and

Title V (Maternal and Child Health Pro-

grams). There is no provision, however, for

experimentation related to (a) services which

are not covered, or (b) possible modifications

of limitations (e.g., deductibles or coinsurance

or the 190 days lifetime inpatient allowance in

a psychiatric hospital), even when these might

induce more effective health practices at no

greater cost. Thus the Health Insurance Bene-

fits Advisory Council has recommended that

"the legislative provisions relating to the incen-

tive experiments should be broadened so that

the Medicare, Medicaid, and Maternal and

Child Health programs can participate in expe-

riments which seek to achieve greater economy

and efficiency by modifying health benefits and

coverage in ways that may promote improve-

ments in the organization and delivery of
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health services without increasing the costs of

these programs." ^'^

Indeed, in October 1969, the Department of

Health, Education, and Welfare submitted to

the Congress a draft bill, "Cost Effectiveness

Amendments of 1969," to amend the Social

Security Act to tighten administration of the

Medicare, Medicaid, and Maternal and Child

Health programs. One provision of this bill pro-

vided for broader legislative authority to expe-

riment than is now permitted under the law,

including permission to conduct experimental

demonstrations. This proposal was included in

Section 222 of H.R. 17550, the Social Security

bill passed by the House of Representatives in

^Health Insurance Benefits Advisory Council Annual
Report on Medicare, op. cit., p. 31.

May 1970 and has been retained in Section 222

of H.R.I, of the proposed Social Security amend-

ments submitted to the House of Representa-

tives in 1971. ^» The bill is currently being con-

sidered by the Senate. Enactment of the provi-

sion could be highly relevant to psychiatric

benefits, permitting support, for example, of

demonstration studies of the benefits of elimi-

nating present Medicare restrictions on psychi-

atric services offered by community mental

health centers.

""Social Security Amendments of 1970, Report of the

Committee on Ways and Means, H.R. 17550, May 4,

1970, (Washington, D.C.: U.S. Government Printing

Office) pp. 71-78; Social Security Amendments of 1971,

92d Congress, 1st Session, Rept. No. 92-231, May 26,

1971, (Washington, D.C.: U.S. Government Printing

Office, 1971) pp. 420-421.
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CHAPTER III

PSYCHIATRIC SERVICES UNDER MEDICAID

The Medicaid Program

The Social Security Amendments of 1965

(P.L. 89-97) established Title XIX, the Medi-

caid program. Through Medicaid, the Federal

Government shares with the States the cost of

providing medical assistance for the categori-

cally needy and medically indigent. The legisla-

tion gave the States until 1970 to develop a

Medicaid plan that initially could, if a State so

wished, include provision of services to the cat-

egorically needy only, i.e., those receiving

money payments in the categories of Old Age
Assistance (OAA), Aid to the Blind (AB), Aid

to the Permanently and Totally Disabled

(APTD), and Aid to Families with Dependent

Children (AFDC). States participating under

Title XIX must, however, make provisions for

comprehensive medical assistance to all medi-

cally indigent by 1977. " The definition of

medical indigency has remained the responsibil-

ity of each State."^

STATE DIFFERENCES

Table 24 indicates the States enrolled in the

Medicaid program at the beginning of fiscal

year 1970 and the groups in each State with

mandatory and optional coverage. The wide

variation among the States in groups covered is

here clearly indicated.

Only 25 States and the District of Columbia
included the medically indigent under Medi-

caid by January 1970 (table 24). The income
levels set by each State for different family

sizes for medical indigency are shown respec-

tively in tables 25 and 26. The income limits for

a family of four, for example, ranged from a
high of $6,000 in New York to $2,448 in

Section 230 of H.R. 1 would repeal this requirement.

Social Security Amendments of 1971, op. cit., p. 463.

States having exceptionally stringent requirements
for medical assistance coverage, and States that have
used an option of providing medical assistance to groups
for vifhich the Federal Government contributes adminis-
trative costs only, are listed in Appendix II of this

report.

Oklahoma." A much wider divergency occurs

among the States concerning liquid assets per-

mitted, as much as $6,200 in Rhode Island and

as little as $450 in Washington.

Specific services covered under Medicaid by

the various States for the categorically needy

only or for them and the medically indigent are

shown in table 27.

The large number of States that include

optional services such as prescribed drugs (41

States) and transportation (37 States) is note-

worthy, although amount and caliber of the

services delivered are not indicated. Clinical

services are provided by only 30 of the 48

States with a Medicaid program.

Benefits For Aged Mentally III

federal participation

As a result of the Long Amendment in the

Medicaid legislation (see p. 47), Federal finan-

cial participation became a major resource to

the States in helping them to meet the costs of

caring for elderly patients in mental hospitals,

especially when their benefits under Medicare

were exhausted (190 days lifetime limit) or

when they were ineligible for Medicare bene-

fits. In addition, elderly patients for the first

time could receive direct assistance payments
under Titles I or XVI of the Social Security

Act while hospitalized in a mental institution.

REQUIREMENTS FOR STATE PARTICIPATION

To receive Federal funding under Medicaid

for care of patients aged 65 and over in psychi-

atric hospitals, the following principal require-

ments of the Long Amendment must be adopted

by a State

:

(a) A joint working agreement must exist

between the State agency responsible for the
State mental hospitals and the State agency
responsible for the Medicaid program

;

(b) A special staff in the State agency must
oversee the program;

" The New York income level for a family of four was
reduced to $5,000 in fiscal year 1970.

29



i
I

I I

I I

IN N N M

I I

I I

I I

I I

I I

.G<3

2 .

o u o
3 C .

I* 2

0)

O 0) c

0) t-

_, J2 W)

- oO

1 C OT

2-5

So"

eg*.
w 2
e 2 g

o y

J2 —

S £2

o c

^Ispiiisll.it

J3 O

2 S o j; c

t t« o

3
<! S
o ^

•> rt

CQ'o
<; °

J) a
2

o'-g

aw

rt a
•etc
a »i

S S
m 2 u

IN N N

.55— rt

rt W

S c

I I

I
I

I I

a2

>.a,0

rtPn

o" m o
J3 rt ,

^ rtQ

;S CP-— rt <;

£<Cp3

« o"<

^5 iu-<

6-ao

c— 0,

2-° £
C—i rt

O-o
ID —
fcfl 3
rt o
c S "
%\°

12 cO

lt<&o «
lu 5ii

O C
o

m a

iow)

3titU icial

ow)
Hnai

3
rt M

and

a ^
03 (N

,

and

nes

or

re

assi

rt

» i! 3

1 as

;S ^ rt

o >

o.

§.ss

2 C

OKI

t.«M.t,j:C-^i_^.S

3 »=J i S
ai33S3c"o3 cic-^.-;
u rtO^O — oxp—M .

S - m J: 3 C ai±; P±j '

S > O'O CJ'D D,*— Q^"
:

t.*^-S=CSC=:j3j2C=a)=!,
o ^•s<S<!:i< S'SC-a! rt<<
—H-Q^ ^ ^ ^

S rt ^ ID Kic O

30



N M eg 05

I I

£T3
— P

~ „<!

o"'^ o

r

5
=3<

t.

c ^£— a;

W.Q S
o 2 f-

s o e
P-i ^ a

00

M 3
S O
C

•5 « O-

j5 CO
t- O 0

« a oU IS 3

N IN

eg N N N «

^ c
m o

o m

CSS

n 52
'

^ ^
I

:s <u ci I

Si-o > '

a & a
;

s.so :

P si S— 3 Si,

o> a"" 5f
° c aOiS3S3C".23 CHCQ.M

2^ 3^ 3j5 c . 3J3 SjS-^

S^ ^ ^

I I

I 1

M 1 N iH

II II

I I I

«

"3g

o c
a o
CO

He O

3 0) T3

M-Ti r>.

Sis""
S3-°o

s u 3
§5 S
Si? S »i

je-i t. S

.2<4-i'-'*;

S ocg g

c S <y q
O QJ

" b== ft
bp 3 oj

>> P ^3

^ ft'^S -

«;--;3 £>
a c t'^

"23 S

13

°J3

flill
ft" =13
o Q _ ii
><! m QJ O ^
c; > o 3
.2wJ3 3

« Sit! .3

u a c

c -o

U

3 o +^

a
F o 01

3 O

S " c"CQ c 2
t- 2 a

a-g CO

P

5 3§

§5 >2

.5 E=:

b 3 Ih < -^J '

C A, V J oj

a; S

31



Table 25.—Income levels for the medically indigent under Medicaid, by State and family size, June 30, 1969

Date Number of persons in family
State ' program

began 1 2 3 4 More than 4

Annual income protected for maintenance

ft Mar 1966 $1 , 944 , .±,70

July 1 1966 2 'lOO 3 200 3 800
Delaware Oct. 1966 1 500 2 100 2 '700

uistrict 01 ooiumDia July 1968 2 100 2 800 3 180
1967 1 *500 2*500 2*800

Hawaii 1966 1 500 2 [400 2*700

Illinois Tan I 1966 1 800 2 400 3 000
Jime 1 1967 1 '600 2 '200 2* 600
July I 1966 1 620 2 220 2 820

Alaryland l| 1966 1 800 2 280 2*700
^Massachusetts Sept 1966 2* 160 2*832 3' 504
Michigan . Oct. 1,' 1966 1,'900 2^700 3; 120
Minnesota Jan. 1, 1966 1,620 2,220 2,628
Nebraska.. Apr. 1, 1967 1,600 2,200 2,600
New Hampshire .

New York - .

July 1, 1967 2,088 3,336 3,696
May 1, 1966 2,900 4,000 5,200

North Dakota Jan. 1, 1966 1,600 2,200 2,600
Oklahoma ' Jan. 1, 1966 1,728 1,968 2,208
Pennsylvania. Jan. 1, 1966 2,000 2,500 3,250
Puerto Rico .. Jan. 1, 1966 1,500 1,800 2,200
Rhode Island July 1, 1966 2,500 3,500 3,900
Utah July 1, 1966 1,200 1,630 2,160
Vermont July 1, 1966 1,740 2,460 3,000
Virgin Islands July 1, 1966 2,200 2,750 3,190
Washington July 1, 1966 1,680 2,280 2,640
Wisconsin . - July 1, 1966 1,800 2,700 3,200

' The following 17 States are not listed since they do not include the
"medically needy" in the scope of the program: Colorado, Georgia, Idaho,
Iowa, Louisiana, Maine, Missouri, Montana, Nevada, New Mexico, Ohio,
Oregon, South Carolina, South Dakota, Texas, West Virginia, and
Wyoming. (As of January 1970, 7 additional States did not include the
medically needy in their Medicaid programs—Alabama, Arkansas, Florida,
Indiana, Mississippi, New Jersey, and Tennessee. At this time, however.
North Carolina and Virginia began to include the medically needy in their

respective Medicaid programs, as follows: North Carolina, 1 person

—

(c) Evidence must be maintained of State
effort in the funding of mental health services

;

(d) Through periodic reports the State must
show progress toward the development of com-
prehensive mental health programs

;

(e) Provision for periodic medical, social,

and psychiatric evaluations of each patient par-
ticipating in the program must be made

;

(f) Alternatives must be developed to in-

patient hospital care;

(g) Patients included in the program must
meet the State eligibility requirements for
medical assistance.

UTILIZATION AND COSTS

The extent to which Medicaid has become a

resource for payment of care of the elderly in

mental hospitals is illustrated by the fact that

as of January 1970, 35 States, including the

District of Columbia, adopted the mental health

provisions of Title XIX (table 27).

As of June 30, 1968, some 57 percent of 119,-

360 patients aged 65 and over in public mental
hospitals were covered under the Long Amend-
ment in 28 States. The percentage of persons

aged 65 and over eligible for care in psychiatric

hospitals and covered under Title XIX varied

$3 , 792 $264 each additional person.
4,400 $600 per person.
3,300 5-$3,800; 6-$4,300; 7-$4,800; plus $400 for 8th, 9th and 10th

person; $200 each additional over 10 persons.
3,560 5-$3.940; 6-$4,320, 7-$4,740; plus $420 each additional.
3,000 $200 each additional person.
3,240 5-$3,720; 6-$4,080; 7-$4,620; 8-$5,040; 9-$5,460; 10-$5,820;

plus $420 each additional.
3,600 $600 each additional person.
3 ,000 $400 each additional person.
3,420 5-$4,020; 6-$4,500; 7-$4,980; plus $360 each additional.
3,120 $420 each additional person.
4 , 176 $672 each additional person.
3,540 $420 each additional person.
3,036 $408 each additional person.
3,000 $400 each additional person.
4,056 $360 each additional person.
6,000 $850 each additional person.
3,000 $400 each additional person.
2,448 $240 each additional member up to 10 persons.
4,000 $750 each additional person.
2 , 600 $400 each additional person.
4,300 $400 each additional person.
2,640 5-$3,120; $360 each additional person up to 16 persons.
3,420 5-$3,900; 6-$4,380; plus $420 each additional person.
3,630 $440 each additional member of family unit.

3,000 $360 each additional person.
3,700 $500 each additional legal dependent.

$1,600; 2—$2,000; 3—$2,300; 4—$2,600; and $200 for each additional
person. Virginia, 1 person—$1,700; 2—$2,200; 3—$2,600; 4—$3,000; and
$400 for each additional person.)

' Figures apply in family with one wage earner. For families with no
wage earners, effective July 1, 1969: 1 person—$2,200; 2—$3,100; 3

—

$4,000; 4—$5,000; 5—$5,700; 6—$6,400; 7—$7,200; plus $600 for each
additional person.

' Figures apply to persons owning own home.

Source: Social and Rehabilitation Service.

widely from State to State, ranging from 42

percent in Louisiana and Nevada to 92 percent

in California and Massachusetts (table 28).

The trend in Medicaid expenditures between

1967 and 1969 for persons aged 65 and over in

mental hospitals is indicated in table 29. Total

expenditures were some $191 million in fiscal

year 1967 for 22 States, $255 million in fiscal

year 1968 for 28 States, and $307 million in

fiscal year 1969 for 30 States. For the 22 States

in the program both in 1967 and 1968, the

increase in total outlays during this interval

was 28 percant; for the 28 States in the pro-

gram in 1968 and 1969, there was an increase

of 16 percent, albeit 13 States spent less in 1969

than in 1968. The overall annual Federal share

represented about 53 percent of the total.

Although the Federal share cannot be less than

50 percent of total costs, in some States it was
substantially more, reaching a high of 81 per-

cent in South Carolina and Kentucky in 1969.

MAINTENANCE OF STATE EFFORT

The Maintenance of State Effort clause in

the Social Security Act specifies that Federal
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Table 26.—Cash or other liquid resource levels for the medically indigent under Medicaid, by State and family

size, June 30, 1969 i

State'

Number of persons in family

More than 4

Value of cash assets or other liquid resources

California $1,500
Connecticut 1,400
Delaware 600

District of Columbia 2 , 500
Guam .-. 1,200
Hawaii

—

Illinois 400
Kansas 1,600
Kentucky 500
Maryland 2,500
Massachusetts 2,000
Michigan 1,500

Minnesota 750

Nebraska 750

New Hampshire 2,500
New York ' 1,450

North Dakota*.- 300
Oklahoma 500
Pennsylvania 2,400
Puerto Rico 500

Rhode Island' 4,000

Utah. 400

Vermont 900

Virgin Islands 1,500
Washington 200

Wisconsin 2,300

$3,000
1,900
900

2,600
1,500

600
2,200
1,000
2,600
3,000
2,000

1,000

1,500

4,000
2,000

600
700

3,840
600

6,000

800

1,800

1,600
400

3,000

$3,000 $3,000
2 , 100 2 , 300 $200 each additional person.
1,000 1,100 $100 each additional family member; cash value of life insurance, $500

for single person, $1,000 for 2 or more persons.
2,700 2,800 $100 each additional person.
1,650 1,800 $150 each additional person.— — Real property other than home plus personal property up to tax ap-

praised value cf $225.
700 800 $100 each additional family member.

2,600 3,000 $100 each additional person.
1 , 500 1 , 500 Cash surrender value of life insurance or prepaid burial up to $1,000 each.
2,700 2,800 $100 each additional person.
3,100 3,200 $100 each additional person.
2,200 2,400 $200 each additional person. Life insurance up to $1,000 cash value

per family.
1,150 1,300 $150 each additional person. Plus life insurance with cash surrender

value not in excess cf $1,000 per applicant; a prepaid funeral con-
tract not in excess of $600, and a lot in a burial ground.

1,525 1,550 $25 each additional. Plus life insurance of $1,000 for each person. Per-
sonal property (including non-home real property) up to $3,000 value
if used toward self-support.

4,100 4,200 $100 each additional person.
2,600 3,000 $425 each additional person; plus burial reserve in cash resources or

face value of life insurance up to $1,000 per person.
650 700 $50 additional per person up to 10; $25 additional per person over 10.
800 900 $100 each additional person up to 10.

3,840 3,840 Plus $500 cash surrender value insurance for each dependent.
700 800 Plus $100 each additional member of family group. Liquid assets (in-

cluding cash surrender value rf life insurance) up to $500 for a person,
$100 for each additional member of family group.

6,100 6,200 $100 each additional; plus amount allowed for life insurance, face value,
$4,000—each adult; $1,000—each child.

900 1,000 $50 each additional up to 16; plus up to $500 cash surrender value of

life insurance for 1 person and $1,000 for 2 or more persons.
2,100 2,400 Plus $300 each additional. In addition cash value of lite insurance with

face value up to $3,000 for 1 person and $1,000 for each additional
person.

1 , 700 1 , 800 $100 each additional person.
425 450 $25 each additional; or may have combination of liquid assets, cash

surrender value of life insurance and equity in car of $550 single per-
son, $1,050 for 2 plus $50 each additional.

3,500 4,000 $500 each additional legal dependent.

' Home, household goods and personal effects are exempt in all jurisdic-
tions. References to other real property which may be retained, unless
identified in a Title XIX plan as included within the total limitation on
resources, have been omitted from this table.

' States in the Medicaid program but not listed do not include the medi-
cally needy in their programs (see footnote 1, table 25). As of January 1970,
North Carolina and Virginia included the medically needy in their respec-
tive Medicaid programs, allowing liquid assets as follows: North Carolina,
1 person—$1,000; 2—$1,100; and $50 for each additional person. Virginia,
1 person—$600; 2—$900; and $100 for each additional person.

funds for aiding aged individuals in psychiatric

hospitals should be paid only if a State's total

expenditures from Federal, Stats, and local

sources for mental health services for a

quarter, exceed expenditures from such sources

for each quarter of fiscal year 1965. The intent

of this was to ensure that Medicaid money
would provide for expanded or new State

mental health services.

Subsequently, most States increased their

mental health budgets and met the require-

ment. In a number of States, however, inflation

alone has accounted for much of the increased

expenditures, with little or no expansion of

services accruing to the patients. Indeed,

although the Federal share for vendor pay-

* Figures shown apply in family with one wage earner. For family with
no wage earner, effective July 1, 1969, resources may be: $500 per person
but not in e;;cess of $2,000 per family.

' These maximums on liquid assets are included within the overall
limitation of $2,500 on the equity which a family may have in personal
property; the difference may be held in the value of such other property as
vehicles, machinery, livestock, and the cash surrender value of life in-

surance.
5 In addition, tangible personal property to the value of $5,000 per house-

hold unit may be retained.

Source: Social and Rehabilitation Service.

ments is transferred by some States to the

State mental hospitals and community mental

health programs for additional staff or

improvement of services, such payments in

other States go into the general State treasury

or Welfare department account, with no equiv-

alent increment reflected in the mental health

budget or services of the State. Many of the

mental hospitals providing service to Medicaid

recipients are required to function within their

pre-established yearly allocations, regardless of

the magnitude of Medicaid reimbursable

claims.

ACCOUNTING FOR MEDICAID FUNDS

A number of States have diflSculty in

accounting for how, when, and where Medicaid
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Table 28.—Mental hospital patients aged 65 and over
and number covered under Titles XIX, XVI and I, by
rank order of number of patients covered, June 1968

Mental hospital patients
aged 65 and over

State Title '

Total

Covered under
program

Number Percent
of total

U.S., total 119,360 68,446 57.,3

New York XIX 30,331 27,103 89. 4
Pennsylvania XIX 9,144 6,754 73. 9
Illinois XIX 7.869 4 ,858 61.,7
Massachusetts XIX 4,812 4,406 91..6
New Jersey I 6,091 3,757 61.,7
California XIX 3,902 3,604 92.,4
Wisconsin XIX 4,001 2,440 61.,0
Michigan XIX 3,765 2,284 60.,7
Texas XIX 3,685 2,283 62,.0
Florida XVI 2,754 1,783 64,.7

Maryland XIX 2,478 1,644 66,,3

Missouri XIX 1,750 1 ,218 69.,6

Connecticut XIX 1,711 995 58,.2
Kentucky XIX 977 771 78,.9

Minnesota XIX 1,145 645 56,.3

West Virginia XIX 1,114 522 46,.9

Washington XIX 604 495 82 .0

Maine XIX 1,049 494 47 .1

Oregon XIX 649 490 75 .5

Rhode Island XIX 379 330 87,.1

Vermont XIX 340 301 88 .5

Louisiana XIX 590 246 41 .7

Colorado XIX 359 227 63 .2

North Dakota XIX 310 218 70 .3

Kansas XIX 274 197 71 .9

Nebraska XIX 567 298 52 .6

Utah XIX 95 58 61 .1

Nevada XIX 59 25 42 .4

All other States 28,556

' Effective January 1, 1970, all Federal assistance payments to the States
are made under Title XIX.

Source: National Institute of Mental Health and Social and Rehabilita-
tion Service.

funds were expended on their mental health

programs. Only a few have initiated data

collection systems which enable them to

obtain a reasonably accurate picture of the

number of patients in their programs, type of

care provided to the individual patient, status

of periodic reviews, and reimbursements col-

lected. Indeed, the recent Report of the Task

Force on Medicaid and Related Programs
addresses itself repeatedly to the need for

increased effectiveness in the total Medicaid

program, e.g., noting that "... to the best of

our knowledge no State has yet established an
effective system of reviewing and controlling

utilization from the standpoint of appropriate-

ness, quality or timeliness of service."" Hence,

the Task Force said there should be "National

minimum requirements for claims review, fiscal

control, utilization control and other review

" As of October 1970, at least two States have imple-

mented such a program.

and evaluation, including determination of

patient and vendor eligibility; how costs and
charges relate to ranges established by agency
policy."*^^ In addition, H.R. 17550 provides

strong incentives for the States to implement
mechanized claims processing and information

retrieval systems compatible with those utilized

in the administration of Title XIX. Presuma-
bly, the claims processing component of these

systems would insure that a definite relation-

ship between billing and actual care received by
the patient does exist.

Recently the Committee on Aging of the

Group for the Advancement of Psychiatry also

focused attention on the "maintenance of State

effort" clause, observing that "a tightening up
of the ambiguous language in this section of

the legislation will be necessary before the

misuse of Medicaid funds can be corrected."*^

Other Issues

comprehensive mental health services

Medicaid provides Federal financial support

for most psychiatric services for eligible per-

sons of all ages, except in the case of the spe-

cific statutory exclusion of payment for care of

patients under the age of 65 in mental institu-

tions. Services important in the treatment of

the mentally ill covered under Medicaid are

:

(a) Inpatient hospital services—hospitaliza-

tion in psychiatric wards of general hospitals.

(b) Outpatient hospital services—treatment
in mental hygiene outpatient clinics, including
community health centers, operated by qualified

general and psychiatric hospitals.

(c) Physicians' services—diagnosis, evalua-
tion, and treatment by psychiatrists.

(d) Skilled nursing home services—a re-

quired service for needy persons over age 21;
optional for those under age 21.

(e) Other laboratory and X-ray services.

(f) Clinic services—currently an optional
service adopted by 30 States and the District of
Columbia; these would include "free standing"
mental hygiene clinics and community mental
health centers.

Report of the Task Force on Medicaid and Related

Programs, U.S. Department of Health, Education, and

Welfare. (Washington, D.C.: Government Printing

Office, 1970) pp. 41 and 42.

" Ibid., p. 684.
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Table 29.—Medicaid expenditures for persons aged 65 and over in mental hospitals, by State and source of funds,
fiscal 1967-69

[In thousands]

Total expenditures Federal share

State Amount Percent of total
1967 I 1968 1969

1967 > 1968 1969 1967 1968 1969

Number 22 28 30

Total $190,857 $255,479 $306,684

California 16,988 17,517 18,622
Colorado 1,597 1,494 1,514
Connecticut 1,421 5,516 5,906
Florida 8,049 3,790 3,761
Illinois 16,463 19,532 27,725
Kansas - — 845 710
Kentucky 1,133 1,470 1,490
Louisiana ' 390 869 497
Maine. 111 471 1,031
Maryland 749 5,122 7,201
Massachusetts-.- --- 10,660 18,010 16,765
Michigan , 5,870 8,333 < 10,277
Minnesota 2,945 2,546 2,230
Missouri — 967 2,302
Nebraska 1,267 992 493
Nevada 152 68 61
New Jersey 5,384 16,128 13,880
New York 89,468 106,888 122,082
North Dakota 515 658 656
Ohio — — 7,418
Oregon — 749 2,264
Pennsylvania 21,790 22,540 37,747
Rhode Island 708 1,325 985
South Carolina — — 1,972
Texas — 5,639 6,898
Utah 221 247 278
Vermont 976 1,288 1,202
Washington — 1,405 4,044
West Virginia — 1,239 170
Wisconsin 9,000 9,831 6,503

' Colorado, Nevada, New Jersey provided assistance under Title I, and
Florida under Title XVI, of the Social Security Act in 1967.

' Expenditure figures may be distorted due to retroactive payments to
compensate for changes in per diem rates.

(g) Prescribed drugs—currently a State op-
tion covering medications such as psychotropic
drugs.

The first five services listed are required by lav^^

for the categorically needy in a State Title XIX
plan.

Although the above services are available

under Medicaid for treatment of the mentally

ill, administrative restrictions on services may
be and have been set by the States, for example,

limiting inpatient hospital care to 21 days.

States are not permitted, under Title XIX, to

differentiate or exclude services to persons on
the basis of diagnosis; nevertheless, they may
limit the amount of services provided, e.g., lim-

iting physicians' services to one visit per

month. In fact, HEW staif have observed
during field visits that some States, in practice,

limit psychiatric services even more than speci-

fied in their Title XIX plans. For example,

States are expected to publicize eligibility

requirement and services available under Medi-
caid, yet this has been done on a limited scale

22 do 30 22 28 30

$io4 , iiO 4>XDl , OOif
C^l QOl . 9 CO52 .

5

52 .

7

8 494 8 758 Q Q1 1 ou . u 50 .

0

50.0
848 826 837 K'i 1OO . 1 00 , o 55.3
711 2 758 2 953 50 0 ou . u

1 988 2 467 2 448 65 2 DO . 1 65 1

8 231 9
' 766 50 0 50 0 50 0
489 411 0 i .if 57 9

869 1 190 1 206 76 7 80 9 80 9
' 298 664 380 76 4 76 4 76 4

77 329 721 69 .

6

69 9 69 .

9

374 2 561 3 601 50 .

0

50 0 50 .

0

5 330 9 005 8 383 50.0 50 0 60 .

0

2 953 4
' 167 50 3 50 0 60 0

l!782 l!302 60!5 58!4 58!4
714 1,699 73.8 73.8

765 600 298 60.4 60.5 60.5
76 34 30 50.0 50.0 50.0

2,692 8,064 6,940 50.0 50.0 60.0
44,734 53,444 61,041 50.0 50.0 50.0

343 465 464 66.7 70.7 70.7
3,902 52.6

407 1,232 54.4 54.4
11,854 12,397 20,761 54.4 55.0 65.0

397 697 518 56.1 52.6 52.6
1,588 80.5

4,500 5,505 79.8 79.8
146 161 182 66.3 65.2 65.2
667 889 830 68.4 69.0 69.0

764 2,200 54.4 64.4
939 129 75.8 75.8

5,184 5,574 3,687 57.6 56.7 56.7

' Refers to last two quarters of year.
• Estimated.

Source: Social and Rehabilitation Service.

only in some States; a number of States also

restrict the amount of payments made for hos-

pital outpatient treatment for the mentally ill,

or for their treatment in general hospitals ; and
with the exception of a few of the larger

States, utilization of the Medicaid program for

community mental health services has been

minimal."

In regard to psychiatric clinic services under

Medicaid, coverage may occur under the follow-

ing conditions

:

(a) If a clinic is part of an accredited gen-
eral or psychiatric hospital, it is classified as

" Publicity within a broad State educational and in-

formation program under Medicaid, is recommended as

a requirement in the Report of the Task Force on Medi-

caid and Related Programs, op. cit., p. 74. However,
the Task Force recommendation is broadly written,

without specific reference to mental health programs.

Unless this emphasis is reflected in such a requirement,

it is probable that those jurisdictions which, in the past,

have not encouraged utilization of mental health serv-

ices will continue to understress this area in the future.
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providing outpatient hospital services, and cov-

erage is required for the categorically needy
under the law.

(b) If a clinic is not part of an accredited

hospital, it may be covered under clinical serv-

ices which are currently optional under Medi-
caid.

There are no national data on utilization by

the States of Title XIX funds for support of

community mental health services, although it

is known that only 30 States and the District of

Columbia have taken advantage of the option to

provide clinic services, as indicated in table 27.

The potential for use of community mental

health services as an alternative to hospital

inpatient care is suggested by the experience of

one State where Medicaid payments for persons

under treatment in community mental health

centers have accounted for 5 to 60 percent of

the income of individual centers in the State.

Indeed, the Task Force on Medicaid and

Related Programs recognized the general need

for broadening the availability of services in

State Medicaid programs, recommanding that

:

Innovative facilities for provision of medical
care (e.g., neighborhood health centers, com-
munity health centers, group practices, out-

patient services of hospitals which provide
neighborhood, comprehensive ambulatory care

and other facilities) should be included as eligi-

ble vendors which recipients under Title XIX
may elect and be encouraged to use, assuming
appropriate standards of health care are met.*=

However, a comprehensive program of serv-

ices for the mentally ill, with emphasis on

ambulatory care, at present is not a require-

ment under Medicaid, and is not included in the

Medicaid plans of a number of States.

NATIONAL STANDARDS FOR MENTAL HEALTH
SERVICES

Unlike Medicare, the administration of Medi-

caid is left practically entirely to the States. In

addition, as already noted, the States have a

wide range of options and alternatives for pro-

vision of services under Medicaid, and their

requirements for eligiblity under Title XIX
vary widely. It is also common knowledge that

States differ markedly in ability and willing-

ness to provide assistance to the needy. The end

Ibid., page 22.

result of these circumstances has been a very

unequal application of basic Title XIX provi-

sions. For example, the same elderly person

who has a small income and who resides in one

State can be totally ineligible for Medicaid

services there, but can be eligible to receive

some services if he were a resident in another

State, and could be further eligible for a wider

range of services under Title XIX if he lives in

a third State.

Prior to July 1, 1970, States had the option

of applying either the Medicare regulations

defining psychiatric hospitals or the less strin-

gent temporary requirements as defined in

HEV/ regulations. Since July 1, 1970, the Con-

ditions of Participation for Psychiatric Hospi-

tals under Medicare are applicable to all psychi-

atric hospitals participating under the Medi-

caid program.** In a number of instances,

public hospitals in a State system have all been

used in the care of Medicaid patients although

some of these probably did not meet Medicaid

standards. Indeed, there are still no specific

standards defining the care of mentally ill

patients, except those established for care in

skilled nursing homes.

Regarding this situation, the Task Force on

Medicaid and Related Programs has observed

:

In addition to developing model administrative
systems and procedures, MSA (Medical Serv-
ices Administration) should develop, in con-
junction with State administrators, specific per-

formance standards for State administrative
and program management functions. These
standards would provide a benchmark for de-

termining whether individual States are in

conformance with Federal standards, would
serve as guides for States' management-im-
provement plans, and would provide a basis for

requesting Federal assistance in achieving
management improvements.*^

Experts consulted by DHEW staff also urged

that psychiatric hospitals be required to meet

minimum standards, and that alternatives to

inpatient hospital care be included as part of

any new set of standards for State Plans that

may be established, to the end that standards

'"Federal Register, June 24, 1969, line 34, No. 120,

Part 2, p. 9787 item 14div.

" Report of the Task Force on Medicaid and Related

Programs, op. cit., p. 68.
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should be coupled with incentives to keep

people in the community and to minimize the

need for long term hospital care.

INPATIENT CARE IN PSYCHIATRIC HOSPITALS

Federal sharing with the States is available

for the cost of most types of care for the men-

tally ill because Title XIX prohibits elimination

of patients from the program on the basis of

diagnosis.

In regard to those 65 years and over, data

for fiscal years 1966, 1967, and 1968 on resident

population and first admissions in public

mental hospitals for the Nation and for the 10

States with the largest number of Medicaid

patients in 1968, are given in table 30. The rate

of resident aged patients in the country as a

whole declined some 14 percent between

1966-68, and 8 percent in first admissions

during this interval. Seven of the States show a

consistently higher rate of resident aged

patients than the national average ; 5 States had
a higher rate of first admission. Of the 10

States cited, 8 had reduced rates of resident

patients in 1966-67; all 10 States experienced

such a decline in 1967-68. Rate of first admis-

sions, however, although manifesting a similar

trend in 1966-67, increased substantially

during 1967-68 in Massachusetts, Maryland,

and New York.

The extent to which the availability of medi-

cal assistance payments has influenced the gen-

eral drop in the number of resident patients

and first admissions in public mental hospitals

is not clear. Reports from States do indicate,

however, the following gains resulting from
Medicaid vendor payments and related require-

ments ;

(a) increased medical treatment, surgical
procedures, and prosthetic devices available to

patients

;

(b) increased use of alternatives to psy-
chiatric hospitals;

(c) opportunities for patients to have com-
fort items, to purchase clothing for selves, etc.,

as a result of assistance payment allowances;
(d) increased use of social services, ac-

tivities, and ward personnel ; and
(e) more consistent checking of patient

status and therapeutic needs.

AGE RESTRICTIONS ON INPATIENT CARE

As already noted, a major benefit of Medi-

caid is coverage of eligible persons aged 65 and
over for inpatient care in psychiatric institu-

tions. But, it is clear that a major limitation of

Table 30.—Resident patients and first admissions aged 65 and over in State and county mental hospitals in 10
States with highest utiliziation under Medicaid, fiscal 19 66-68

state
Resident patients First admissions

1966 1967 1968 1966 1967 1968

Number

United States 134,710

10 leading States:
New York 30,495
Pennsylvania ' 10,928
Illinois 10,213
Massachusetts 5,370
New Jersey 6,678
California 6,912
Wisconsin 4,983
Texas 2,149
Florida 2,878
Maryland. 2,492

United States 729.

6

10 leading States:
New Yorit 1,626.4
Pennsylvania 911.4
Illinois 966.2
Massachusetts 890.5
New Jersey 1,041.8
California 428.8
Wisconsin I " . 1,119.8
Tejcas 243.4
Florida 379.2
Maryland 947.5

128,337 120,140 30,771 29,174

30,615
10,183
9,290
5,067
6,520
5,020
4,676
3,825
2,910
2,515

30,331
9,144
7,869
4,812
6,091
3,902
4,001
3,685
2,754
2,478

6,571
1,522
1,519
1,513
1,695

923
997

1,140
539
747

Rate per 100,000 population

682.9 627.9 168.1

1,611.3
833.3
876.4
822.6
998.5
305.4

1,034.5
425.0
379.4
941.9

1,587.2
741.0
738.2
777.4
917.3
230.9
875.5
397.9
334.2
897.8

352.7
127.5
144.5
250.9
266.9
57.8

225.6
131.2
72.9

288.4

6,623
1,296
1,479
1,601
1,631

874
1,051

952
494
660

156.6

350.8
107.1
139.7
262.9
252.1
53.7

234.1
106.7
64.7

249.1

29,350

6,912
834

1,472
1,933
1,544

756
899
990
523
724

154.7

362.6
67.9
138.5
312.8
234.3
45.4
197.6
108.4
65.7
266.2

Source: "State trends in first admissions and resident patients: State
and county mental hospitals 1966-1968," by Richard Redick. Statistical

Note 14, Survey and Reports Section, Biometry Branch, National Institute
of Mental Health, February 1970.
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Title XIX is the exclusion of persons under age

65, from like inpatient services in a psychiatric

institution. There are, indeed, two major
exclusions

:

(1) inpatient hospital services for mental
diseases are prohibited for all persons under
age 65; and

(2) skilled nursing home services for mental
diseases are prohibited for all persons under
age 65.

It may be noted that adults aged 18-64, in

order to be eligible for inpatient care in psychi-

atric institutions under Title XIX, would have
to meet State definitions of permanent and total

disability. The definition of permanent and
total disability varies considerably among the

States. Taking these factors into consideration,

a rough estimate of the daily census of adults

under age 65 in mental hospitals who might be

covered under Medicaid at present in the cate-

gory of permanent and total disability, is

75,000; an additional smaller number probably

could also qualify under the Aid to the Blind

program. Dr. Leonard Ganser, a psychiatrist

speaking for the National Association of State

Mental Health Program Directors, in 1967,

estimated a total of some 253,000 persons under
age 65 would become eligible for benefits

under Title XIX if they were hospitalized in a

mental hospital, should the present age limita-

tion be removed.*^

As noted previously, the National Institute of

Mental Health has projected resident popula-

tions in mental hospitals by age from 1967

through 1973. The expected changes by 1973

are summarized in chart 5. Most striking is the

substantial decline in hospital patients antici-

pated at every age group except under 25 years,

which shows an increase of 7 percent. Indeed,

rates of admission to public mental hospitals of

young people have shown an alarming increase

over the years despite the development of com-
munity resources. There can be little doubt that

a large percentage of the 34,376 young people

expected to be in public mental hospitals by
1973 would be eligible for assistance from the

Medicaid program if the present age restriction

were lifted.

*" Hearings Before the Committee on Finance, U.S.

Senate, 89th Congress, op. cit., Part 3, p. 1745.

No data are available on the likely cost to the

Federal government if inpatient psychiatric

treatment was included in Medicaid benefits to

persons 18-64 years old. In this regard, how-
ever, psychiatric experts consulted by DHEW
staff stressed two factors

:

(1) The age restriction in Title XIX
excluded people in age groups most likely to
benefit from active treatment in the psychiatric
hospital.

(2) Such treatment made available under
Medicaid would contribute to the rehabilitation

of young and middle-aged adults and facilitate

their return to the community as economically
productive and useful members of society.

PROPOSED LIMITATIONS ON DAYS OF CARE

Among the Social Security Amendments of

1971 proposed in H.R. 1 is "a decrease in Fed-

eral matching by one-third after 90 days of care

except that an additional 30 days of care would

be allowed if the State shows that the patient

will benefit from such additional period of hos-

pitalization in a mental hospital and provision

for no Federal matching after a total of 365

days of such care during an individual's life-

time." These changes would be effective on July

1, 1971. According to the House Committee on

Ways and Means, these "proposed limitations

on length of stay in mental institutions reflect

the assumption that for patients over 65 medi-

cal treatment of mental disease inpatients gen-

erally does not exceed three months and rarely

continues beyond a year. However, in those

cases where the State agency demonstrates that

the patient is continuing to receive active treat-

ment and the prognosis is for further improve-

ment, the medicaid percentage would not be

reduced until 120 days."

The primary purpose of the provision is to

encourage States to make more efficient use of

health services by establishing "incentives for

States to contract with health maintenance or-

ganizations or similar organizations and disin-

centives to discourage prolonged stays in insti-

tutional settings." Thus the bill would increase

the Federal matching percentage by 25 percent

(up to a maximum of 95 percent) on premiums
paid by States under contract with health main-
tenance organizations, neighborhood and com-
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CHART 5-Expected Resident Population of State and County Mental Hospitals, by Age, 1967 and 1973

(In Thousands)
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munity health centers and similar organiza-

tions.*^

TERMINATION OF ASSISTANCE

Fragmentary data on reasons for termina-

tion of Medicaid assistance to patients in

mental hospitals are available from a number
of States for fiscal year 1969 (table 31). These

data, submitted to the Social and Rehabilitation

Service of DHEW by the States, are incomplete

in some instances and must be interpreted vi^ith

caution. According to the data

:

(1) Of 28 States providing information on
number of additions and terminations of pa-

tients in mental hospitals receiving Medicaid
assistance during 1969, total terminations ex-

ceeded total additions by 19 percent. This excess
of terminations over additions of Medicaid pa-
tients during the year occurred in 22 of 28
States. Relative to resident Medicaid hospital

population at the beginning of the year, num-
ber of patients at the end of the year decreased

*° Social Security Amendments of 1971, op. cit., pp.

72-73.

from 3 percent in New York and Nevada to 43
percent in Nebraska.

(2) Of the total number of additions or
"new" patients in mental hospitals receiving
Medicaid assistance during the year, 22 percent
had become 65 years old while in the mental
hospital and thereby eligible for assistance
under Medicaid. This proportion apparently
varied widely among the States, from a low of
2 percent in South Carolina and Kansas to a
high of 76 percent in Wisconsin.

Reasons for termination of Medicaid assist-

ance to aged patients in mental hospitals are of

interest. Taking only the 21 States (14,291 ter-

minations) providing information on all the

specified reasons for termination, the causes

were:

Percent

Total 100.0
Deaths 36.3

Discharged to:

Nursing home 26.5
Own or a relative's home 16.5
Alternate care facility 10.5
Foster home 3.8

Other reason (s) 6.4

Table 31.—Mental hospital patients covered under Medicaid: Additions and terminations, by State and reason for
termination, fiscal 1969

Patients covered during year

State

Patients
in hos-
pital at
begin-
ning of
year

Additions during year

Total
Patients becoming
age 65 in hospital

Number Percent

Assistance terminated during year

Discharged to—

•

Total Deaths Own or
relative's Nursing
home home

Foster
home

Alter-
nate care
facilities

Other
reasons

Addi-
tions
minus

termina-
tions

Net
patient
increase
decrease
(percent)

Number of States... 27 28 22 21 29 23 21 21 22 21 21 28 27

Total 69,061 26,098 4,624 31,350 10,554 2,353 3,792 lT009 1,501 915 -6,057 -6.0
Mean 2,558 932 200 21 .9 1,081 459 112 181 46 71 44 -181 -6.0

Oalifomia 3,010 1,787 511 28 .6 2,781 (') () (') (') (') () -994 -33.0
Colorado 212 198 10 5 .0 276 56 43 79 5 93 -78 -36.8
Connecticut 1,142 392 (') () 564 183 50 291 40 -172 -16.1
Florida 1,746 537 21 3 .9 639 330 63 68 22 16 140 -102 -6.8

5,558 1,744 (') w 2,365 (>) (') (') (') (') (') -621 -11.1
Kansas 160 91 2 2 .2 164 26 37 81 7 13 -73 -45.6
Kentucky 740 421 60 14 .3 536 188 111 5 137 1 94 -115 -15.6
Louisiana 246 279 149 53 .4 336 42 95 184 2 13 -57 -23.2
Maine 480 321 20 6 .2 210 134 16 8 29 1 22 111 23.1
Maryland 1,695 1,200 (') (') 1,163 (') (') (') (') (') (•) 37 2.2
Massachusetts 4,406 2,222 471 21 .2 2,835 870 629 1,320 4 3 9 -613 -13.9
Michigan 2,551 239 () (') 411 14 218 142 37 -172 -6.7
Minnesota 730 800 (') (') 967 (') () (') (') () (•)~ -167 -22.9
Missouri 1,160 368 (') (') 782 (0 (') (') (') (') (') -414 -35.7
Nebraska 193 55 138 (') W (') (') (') (') -83 -43.0
Nevada 29 25 6 24 .0 26 1 6 2 17 -1 -3.4
New Jersey 3,832 1,362 186 13 .7 1,670 948 177 198 10 302 36 -308 -8.0
New York 27,123 7,603 1,468 19 .3 8,505 5,282 (') (') 464 (') (') -902 -3.8
North Dakota 220 87 21 24 .1 105 37 7 33 6 18 4 -18 -8.2
Oregon 409 118 236 6 4 106 1 117 2 -118 -28.9
Pennsylvania 6,754 1,755 713 40 .6 2,015 1,090 176 32 96 497 124 -260 -3.8
Rhode Island 369 167 70 41 .9 117 3 32 6 14 24 39 60 13.6
South Carolina (') 1,145 23 2 .0 220 142 65 2 6 6 926 (')

Texas 2,640 1,719 129 7 .5 2,264 473 591 730 36 186 249 -645 -20.6
Utah.. 57 31 2 6 .5 36 20 3 11 2 -6 -8.8
Vermont 306 95 13 13 .7 107 69 11 14 9 1 3 -12 -8.9
Washington 495 380 (') (') 368 87 (') (') (') (>) (') 22 4.4
West Virginia (') (') 19 (') 195 125 70 (') (')

Wisconsin 2,798 957 730 76 .3 1,329 442 223 406 28 231 -373 -13.8

Not available. Source: Social and Rehabilitation Service.
> South Carolina began program during fiscal 1969.
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Thus at least 57 percent of the terminations

were live discharges, most of them going to a

nursing home, although more than one-third of

these live discharges (35 percent) returned to

their own or a relative's home or to a foster

home. The extent to which the patients from
mental hospitals required further services out-

side of the mental hospital is not known.
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CHAPTER IV

SUMMARY

Medicare and Medicaid have been in effect

for over four years. Even in this relatively

short period, the impact of these programs on
the care of and services for aged persons with

j

mental illness can be discerned. Data are pre-
' sented and analyzed in this report on the use of

and expenditures for psychiatric services under
Medicare and Medicaid, especially as these

relate to the limitations on the coverage of

mental illness under these programs.

The utilization of covered mental health serv-

ices under Medicare and Medicaid resulted in

relatively small outlays for psychiatric services

in behalf of persons aged 65 and over under
these programs. In fiscal year 1969, these

expenditures amounted to about $400 million,

representing only 3.7 percent of the $10.6 billion

total Medicare and Medicaid outlays. The Medi-
care limitations applicable to aged psychiatric

patients in mental hospitals and to payments
for physicians' services for psychiatric patients

resulted in reimbursements totalling $93 mil-

lion in fiscal year 1969. Federal and State and
local payments to mental hospitals under
Medicare and Medicaid have been considerably

greater, amounting to $307 million in that year.

Among the aged in particular, mental illness

is a severe burden : some 30 percent of all resi-

dent patients in State and county mental hospi-

tals are persons aged 65 and over. In recent

years, there has been a continuing decrease in

the mental hospital resident population and
rates of first admissions for all age groups
except the age group under 25. In regard to the

older people, it is too early to judge the extent

to which the availability of Medicare and Medi-
caid payments have influenced this trend. The
noted changes in use of psychiatric facilities

are probably a sequel to the development of
new forms of therapy, primarily the develop-

ment and use of psychotropic drugs and a
change in the attitude of the public towards
mental illness.

Emphasis on psychiatric patient care has
shifted from inpatient care in psychiatric hos-

pitals to ambulatory treatment in psychiatric

outpatient clinics and community mental health

centers, except in the case of older people. Only

a small fraction (2.1 percent) of the persons

using outpatient services in psychiatric clinics

are aged 65 and over.

Considerable progress has been made in

recent years in extending private insurance

coverage for persons with mental disorders,

although mental illness continues to be

regarded as different from other illnesses.

PSYCHIATRIC SERVICES UNDER MEDICARE

The impact of the Medicare lifetime reim-

bursement limitation of 190 days of inpatient

care in a psychiatric hospital cannot yet be

fully measured in terms of the use of and reim-

bursements for such services under the pro-

gram. In 1969, psychiatric hospital services

covered by the hospital insurance program
(HI) represented less than 2 percent of all cov-

ered days of inpatient hospital care and less

than 1 percent of all hospital claims and of the

total amount reimbursed for inpatient hospital

care under the program. Plainly, psychiatric

hospital utilization and expenditures for inpa-

tient psychiatric hospital care under Medicare

are relatively small in relation to the total, but

it must be recognized that the number of per-

sons affected by the 190-day limitation is at

present not known.

Medicare discharges from psychiatric hospi-

tals in 1967 had an average length of stay of 39

days (median 30 days) and only 6 percent had

a length of stay of over 90 days. These data

probably cover too early a period in the pro-

gram to ascertain the effects of the 190 days

inpatient lifetime limitation on length of stay

in mental hospitals under Medicare.

The Medicare program appears to have stim-

ulated short-term treatment in general hospi-

tals of older people with a psychiatric diagno-

sis. Thus, 70 percent of expenditures for inpa-

tient psychiatric care under Medicare went to

general hospitals in 1969. Also, a special study

of psychiatric services in a select group of gen-

eral hospitals 18 months before and after the
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advent of Medicare indicated that a substantial

increase is discernible in the utilization of these

facilities by the aged psychiatric patients albeit

psychiatric patients of all ages constitute only a

small proportion of the total general hospital

population.

Under the supplementary medical insurance

program of Medicare (SMI), the amount Medi-

care can pay for physicians' services in the case

of psychiatric diagnosis and when the benefici-

ary is not an inpatient in a hospital, is limited

to a maximum of $250 per calendar year. As in

the hospital insurance program, the impact of

the $250 maximum payment under SMI can not

yet be measured in terms of the use of and

reimbursements for psychiatric medical serv-

ices under the program. The data show that the

utilization of and charges for psychiatric serv-

ices under SMI in 1967 v^ere very low. Less

than 1 percent of all SMI enrollees used one or

more outpatient psychiatric services. Charges

for psychiatric services covered under SMI
totalled $2.6 million, about $71 per person

using such services in 1967. These charges

totalled less than 1 percent of all charges under

SMI.

PSYCHIATRIC SERVICES UNDER MEDICAID

Of the 48 states and the District of Columbia
with Medicaid programs as of January 1970, 35

included in their programs the optional mental
health provisions in Title XIX. These provi-

sions provide for Federal financial participa-

tion (50 percent or more) in helping the States

to meet the costs of inpatient care for eligible

persons in mental hospitals. Eligibility, deter-

mined by each State, refers to the categorically

needy aged 65 and over, and in a number of

States, to the medically indigent in this age
group. Such financial assistance is especially

significant when older persons in a mental hos-

pital are not eligible for Medicare benefits as a

result of exhaustion of the 190 days lifetime

benefits in a mental hospital allowed under
Medicare, or for other reasons. There is consid-

erable variation among the States, however, in

the implementation of the mental illness provi-

sions of the Medicaid program. These varia-

tions stem from the differences in eligibility

requirements, scope of services, optional serv-

ices provided, duration of benefits, and admin-

istration of the program.

Total Medicaid assistance for persons aged

65 and over in mental hospitals increased as

additional States participated in the program,

from $191 million in Fiscal Year 1967 to $307

million in Fiscal Year 1969. In many States

during this period, however, there was little or

no expansion of services to older patients in

mental institutions. The statutory requirements

for Maintenance of Effort have not been effec-

tive ; inflation alone accounted for much of any
increased expenditures. Federal payments
under the Medicaid program in some States

went into the general State treasury or welfare

department of the State rather than directly

into the mental health budget.

Medicaid has become a major resource for

payment of care of elderly patients in mental

hospitals. More than 119,000 persons aged 65

and over were patients in mental hospitals in

1968. Of this total, nearly three-fifths were cov-

ered under the Medicaid program in 28 States.

There is considerable variation among the

States in the proportion covered, ranging from
about two-fifths in Louisiana and Nevada to

more than nine-tenths in California and Massa-

chusetts.

Outpatient mental health services, especially

those provided by community mental health

centers, can offer essential alternative

resources for the provision of comprehensive

care for the mentally ill. Although Federal

matching is available for payment for these

services, many States do not provide for these

in their Title XIX programs.

The Medicaid program by statute excludes

persons under age 65 from inpatient hospital

services and nursing home services in institu-

tions for mental illness, even when such per-

sons are among the categorically needy and
medically indigent. An estimated 253,000 per-

sons were in this latter category in 1967. There

is no similar age restriction for other medical

care services under Medicaid. The under-25

age group in mental hospitals is the only one

that is steadily increasing in numbers and rate

of admissions and may be the group most in

need of assistance.
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Appendix 1

LEGISLATIVE HISTORY OF FEDERAL FINANCING OF
PSYCHIATRIC SERVICES

A. MEDICARE—TITLE XVIII OF THE SOCIAL SECU-

RITY ACT

H. R. 1 and S. 1, the health insurance for the

aged bills introduced in the first session of the

89th Congress on behalf of the Administration

by Representative Cecil King (D., California)

and Senator Clinton Anderson (D., New
Mexico), covered only inpatient hospital care,

post-hospital extended care, and home health

services. Under H.R, 1—essentially the fore-

runner of the hospital insurance part of the

Medicare program—services in the psychiatric

hospitals were excluded from coverage because

of concern that such institutions usually pro-

vide custodial care, rather than active medical

care, for elderly inpatients. Another considera-

tion was that care in such institutions was al-

ready financed at State expense and whether
replacing those funds with social security funds
would serve any useful social purpose.

Following hearings. Chairman Mills intro-

duced H.R. 6675, which provides for two
related insurance programs

:

(1) A hospital insurance program covering
inpatient hospital care, post-hospital extended
care, and home health services.

(2) A voluntary supplementary medical in-

surance program covering physicians' and cer-
tain other medical and health services not
covered under the hospital insurance plan.

The Ways and Means Committee bill pro-

vided for coverage of 60 days of inpatient care

in psychiatric hospitals under the supplemen-
tary medical insurance plan, with a lifetime

maximum of 180 days of coverage. Moreover,
coverage of services in such hospitals was lim-

ited by a "carryover" provision which provided
that, if an individual was an inpatient of a

participating psychiatric hospital at the time
he became entitled to benefits, the days he had
already been in the psychiatric hospital would
count toward the 60-day limit on coverage
during that benefit period (or "spell of illness",

the phrase used in the legislation). This pro-

vision was included to assure that the program
would cover only the active phase of a patient's

treatment and not 60 days of care for an indi-

vidual who had been already hospitalized for

years.

Under the Ways and Means Committee bill,

coverage of psychiatric hospital services was
subject to a $50 deductible and the 20 percent

coinsurance provision of the supplemental med-
ical insurance plan, but coverage in general

hospitals was subject only to a $40 patient hos-

pital deductible with no coinsurance require-

ment. The Committee bill also covered expenses

for medical services for treatment of psycho-

neurotic and personality disorders for individ-

uals who were not hospital inpatients, but an

annual limit of $250 was set on such coverage.

The major changes made by the Senate

Finance Committee were

:

(1) An increase in the number of hospital

days permitted in a benefit period from 60 to

120 with a $10 per day coinsurance for the 61st

through the 120th day.

(2) Psychiatric hospital benefits were placed
under the hospital insurance portion of the
plan.

The greater number of days covered resulted

in an increase in the carryover provision for

psychiatric hospitals from 60 to 120 days, and

an increase in the lifetime limit for psychiatric

hospitals benefits from 180 to 210 days. The
psychiatric benefit provisions were further

amended on the Senate floor, to eliminate the

120-day limit on the coverage of hospital serv-

ices in a benefit period. The annual $250 limit

on the coverage of medical services for psychi-

atric conditions under the supplement medical

insurance plan was unchanged.

As finally enacted, the bill, (Public Law
89-97) provided that inpatient psychiatric hos-

pital services would be covered for up to 90

days in a benefit period with a $10 per day

coinsurance for the 61st through the 90th day;

the carryover provision for psychiatric hospi-

tals was set at 90 days ; the lifetime maximum
for inpatient psychiatric services was set at 190

days ; the annual $250 limitation on supplemen-
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tary outpatient psychiatric services was
unchanged ; and special standards for psychiat-

ric facilities were required.

In the Social Security Amendments of 1967,

an important change was made in the provi-

sions relating to inpatient psychiatric hospital

benefits. H. R. 12080, the Social Security bill

reported by the Committee on Ways and Means
and later enacted into law, provided that the

days by which an individual's coverage was
reduced as a result of the carryover provision

could be used for treatment in a general hospi-

tal for a condition other than a mental illness.

In eifect, the carryover provision would no

longer operate to reduce the number of days of

covered general hospital care available to a

patient in a psychiatric hospital. The Commit-
tee advocated this change because of its concern

that the carryover provision barred payment
for general hospital care when needed by a

patient in a psychiatric hospital. The carryover

provision itself was increased to 150 days by

the addition of a 60-day lifetime reserve which
a patient could use after he had exhausted his

90 days of inpatient care during a benefit

period.

B. MEDICAID—TITLE XIX OF THE SOCIAL SECU-

RITY ACT

Under the original Social Security Act in

1935, patients in public mental and tuberculosis

hospitals and inmates of State institutions for

the mentally retarded were not eligible for

public assistance because care of the mentally

ill traditionally was considered a responsibility

of the States. And in 1950, when Federal finan-

cial participation became available for medical

care of public assistance recipients, the decision

was made not to include patients in mental hos-

pitals, because the legislators felt the best way
to get assistance to the States in this area was
via a broad grant program, not through aid to

the individual. This change also prohibited the

use of Federal funds for care of patients in

general hospitals with a diagnosis of psychotic

condition, which prevented States from trans-

ferring mental patients to general hospitals

just to get Federal money.

But in 1960, the long-held policy of prohibit-

ing Federal financial assistance for the care of

patients in mental hospitals began to relax

partly because of the recognition that new
treatment methods made possible the care of

mental patients on a short-term basis.

In 1960, Senator Russell Long first intro-

duced an amendment to permit Federal match-

ing of vendor payments under Title I (Old Age
Assistance) for public mental hospitals. While
this particular measure failed to pass, medical

payments for aged persons with a psychiatric

diagnosis were permitted for up to 42 days

when such persons were being treated in gen-

eral hospitals.

In June of 1962, the Department of Health,

Education and Welfare's Bureau of Family
Services changed its policy regarding public

assistance payments to patients on convalescent

leave from mental hospitals to permit States to

obtain matching Federal funds in this area.

Any State that wished to take advantage of

such Federal matching funds was required to

make provisions for an agreement between its

public assistance agency and the agency respon-

sible for institutional care of the mentally ill.^

Provisions similar to those introduced by
Senator Long in 1960 were incorporated in the

1964 Social Security bill (H.R. 11865).

Although this bill too failed to pass, the so-

called "Long Amendments" were included in

the Social Security bill of 1965, ultimately

passed as P.L. 89-97—the Social Security

Amendments of 1965. This established, in addi-

tion to Title XVIII (Medicare) discussed ear-

lier. Title XIX (Medicaid) of the Social Secu-

rity Act, which contained medical assistance to

aged individuals, including coverage for those

patients in institutions for the treatment of

mental diseases who meet State standards of

financial need.

The mental health provisions of Title XIX
made Federal financial participation available,

effective January 1, 1966, for persons aged 65

and over who were eligible for Old Age Assist-

ance or Medical Assistance to the Aged, or

under the combined adult assistance programs
(Title XVI). Included were the elderly in hos-

pitals for mental diseases (or for tuberculosis)

^ This was a direct forerunner of the provision for

such written agreements found in the 1965 Welfare

Amendments to the Social Security Act.
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or in general hospitals because of such diagno-

sis, regardless of their length of stay. Title

XIX also removed the earlier 42-day limitation,

and provided for Federal assistance to eligible

persons of any age under OAA, MAA, AFDC,
AB, and AFTD v^^ho vi^ere hospitalized for

mental illness in general hospitals.^

The Long Amendment is a companion piece

to the Title XVIII legislation that makes Fed-

eral assistance available for eligible aged per-

sons in mental institutions, wlien Medicare ben-

efits have been exhausted.

C. NATIONAL INSTITUTE OF MENTAL HEALTH

The National Institute of Mental Health was
established in 1946 with the passage of the

National Mental Health Act. The Act provided

for the improvement of the mental health of

the Nation through provision of Federal sup-

port for research training, and technical assist-

ance to States and individual facilities. In the

same year, the Hill-Burton Legislation author-

ized States to grant funds for the construction

of health facilities, including mental hospitals.

Under Title V of the Health Amendments
Act of 1956, the National Institute of Mental

Health was authorized to provide support for

mental health project grants. These grants

were designed to identify experiments, demon-

strations, research studies, or to develop

improved administrative techniques leading to

better methods of care of the mentally ill.

The Mental Health Study Act of 1955 had

already provided authority for the U. S. Sur-

geon General to make grants for the study of

the entire field of mental illness. This Act

established the Joint Commission on Mental

Illness which researched the current state of

mental health and mental illness and submitted

a report to the Congress, the Surgeon General,

and the Governors of the States in 1961.

In 1963, a special message by the President

" OAA —Old-Age Assistance

MAA —Medical Assistance to the Aged
AFDC—Aid to Families with Dependent Children

AB —Aid to the Blind

APTD—Aid to the Permanently and Totally Dis-

abled

to Congress called for a three-fold attack on

mental illness: the development of community

mental health centers; Federal assistance to

State mental institutions in improving patient

care; and a substantial increase in funds for

research and the training of additional man-
power. In the same year, grants also were given

to each State for comprehensive mental health

planning. These grants provided background

information by which each State could evaluate

the current status of its mental health delivery

system.

In 1963, the Comprehensive Community
Mental Health Act, Public Law 88-164 pro-

vided funds for the construction of a network

of comprehensive community mental health

centers which were to provide a broad spec-

trum of services with the goal of preventing

hospitalization. In subsequent years. Public

Law 88-164 was amended to provide staffing

grants to assist communities in meeting the

cost of the initial 51 months of staffing com-

munity mental health centers with professional

and technical personnel. The program envi-

sioned the use of community mental health

services to coordinate community resources to

help prevent disabling illness, and when illness

occurs to assure continuity of care, by provid-

ing the essential elements of comprehensive

services at the local level. The over-all thrust of

the programs of State hospitals and develop-

ment of community-based resources was to

reduce inappropriate use of facilities by short-

ening the length of treatment and often, by
preventing hospitalization.

The passage of the 1965 Amendments to the

Social Security Act provided through Medicare

and Medicaid a new dimension for financing the

care and treatment of the mentally ill, and
national standards for psychiatric facilities

were established for the first time.

The Community Mental Health Centers

Amendments of 1970 (P.L. 91-211) provided

for the extension of Federal support for con-

struction and staffing of community mental-

health centers, and includes longer periods of

support and additional funding for centers in

urban and rural poverty areas.
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Appendix 2

OPTIONAL COVERAGE IN STATE PROGRAMS OF
MEDICAL ASSISTANCE UNDER MEDICAID

Part A

Eligibility conditions for financial assistance more stringent than, or in addition to, those re-

quired under the Sociay Security Act, by State, July 31, 1969

State Excliisions under State plans

District of Columbia All residents of the State who would be eligible for aid or assistance under the State plan
under titles I, X, XIV or part A of title IV except for any other eligibility condition or
other requirement in such plan that is more stringent than, or in addition to, those
required by the Social Security Act.

Kansas Individuals 65 years of age or older who are patients in institutions for tuberculosis or
mental disease. CAged persons in such institutions are not eligible for financial assistance
under the State's public assistance plans, a program extension permissible under the
Social Seciu-ity Act.)

Kentucky A child excluded from title IV assistance due to State requirements regarding paternity
action and legal action to support, or restrictive definition of incapacity and relatives

specified in Section 406(b) (1) with whom the child is living.

The unborn children [sic] and his parent(s) excluded from title IV assistance due to
restrictive nature of State plan. (Plan elsewhere specified requirement for a physician's
certification of pregnancy, and deprivation due to death, absence, incapacity or unem-
ployment).

Families in which children are deprived of parental support due to unemployment of a
parent, a deprivation factor permitted under title IV but not encompassed in the State
plan. (Plan elsewhere provides special definition of "unemployment" applicable to its

title XIX program).

Nevada Persons age 18 or older who would be eligible to receive assistance if the State had a
program for APTD. (Plan elsewhere provides special definition of "unemployment"
applicable to its title XIX program).

North Dakota Individuals who are 65 years of age or older and are patients in the State institution

for mental diseases or are receiving care and treatment in an institution for tuberculosis.

(Aged persons in such institutions are not eligible for financial assistance under the

State's public assistance plans, a program extension permissible under the Social Security

Act).
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Part B

Groups eligible for Federal financial assistance for administrative costs only, by State, July 31,

1969
State Exclusions under State plans

California Federal ineligible AFDC-unemployed cases. (Cases which formerly met Federal
requirements before enactment of the 1967 Amendments to the Social Security Act
which replaced the AFDC-Unemployed Parent program with the new AFDC-Unem-
ployed Father program. )

'

Recipients under the State program of "Aid to the Potentially Self-Supporting Blind." i

District of Columbia Individuals who are being maintained in any public institution except while patients in a
medical institution.

Individuals under the age of 65 who are receiving medical assistance while patients in
institutions for tuberculosis or mental diseases.

Spouse of an individual who is eligible as medically needy under the State's program,
provided the spouse is living with and has been determined essential to the well-being of

such medically needy person.

Hawaii Persons age 21 or older receiving, or eligible to receive, assistance under the State's
General Assistance program; and medically needy persons who, except for income and
resources, would be eligible under that program.

Illinois Families eligible for AFDC-Unemployed Parent assistance under Illinois law which is

now broader than the Federal law. ^

Iowa Dependent relatives (other than the spouse) whose needs are included in the assistance
grant but who are not eligible for Federal financial participation.

Kansas Individuals meeting the State's eligibility requirements for general assistance. (Limited
to the categorically needy).

Essential relatives (other than the spouse) who are not eligible in their own right for

assistance under a Federal category.

Maryland All other individuals and families whose resources are insufficient to pay for the medica^
and remedial care and services provided under the plaa.

Missouri Unemployable individuals who are receiving relief.

Unemployable individuals eligible to receive general relief, i

Recipients under the State's Blind Pension progr am. i

New York All adult recipients of money payments under the State's General Assistance program^

All adult persons eligible for but not receiving money payments under the State's
General Assistance program.

Persons not otherwise eligible for medical assistance who meet the catastrophic illness

provisions of the State statute.

North Dakota Essential persons (other than "essential spouse" of recipients of OAA, AB and APTD). ^

Pennsylvania Recipients of General Assistance.

Recipients under the State's blind pension program. ^

Children receiving school medical assistance, i

Essential persons in addition to the spouse in cases under OAA and APTD. i

Puerto Rico Unattached individuals age 21 to 65 not meeting the criteria for AB or APTD. ^

Married couples under the age of 65 who do not meet the AFDC criteria and who are
without children. 2

Families with children under 21, who do not meet AFDC criteria. (Children only are
federally matchable).^

South Carolina Recipients of general assistance.

Essential persons in the assistance household who are not categorically related and any
other persons who would be recipients except for any eligibility or other conditions
specifically prohibited by title XIX.

Virgin Islands Other individuals and families not related to the public assistance categories and not
otherwise covered by the plan for Medical Assistance, who apply for medical care at

public expense and meet financial eligibility conditions based on specified income and
resource scales.
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Part B

Groups eligible for Federal financial assistance for administrative costs only, by State, July 31,

1969—Continued

State Exclusions under State plans

Washington Needy persons between the ages of 21 through 64 years who are not categorically
related under the State's approved plans for OAA, AB, APTD and AFDC.

West Virginia Recipients of general assistance.

Essential persons other than the needy spouse in OAA, AB and APTD.
Children receiving Child Welfare Services other than children in foster care.

Wisconsin Essential persons in addition to spouse in cases under OAA, AB and APTD. i

Persons in county homes and county general hospitals not approved as public medical
institutions, i

Persons not in patient status in county homes and county general hospitals approved as
public medical institutions, i

' Not described in official plan currently on record in Central Office. HEW Regional Office has received assurance from State agency that
medical assistance is in fact provided to this group and that Federal financial participation is claimed for administrative costs only.

2 Included in rewritten plan currently pending approval.
Source: Social and Rehabilitation Service, U.S. Department of Health, Education and Welfare.
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